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us bars high-tech F ranC e signals acceptance of wider ERM bands 

sales to China “ r 


sales to China 
and Pakistan 

Tbe US imposed economic sanctions on China 
and Pakistan, claiming they dealt in sensitive 
missile technology in violation of international 
arms controls. Washington will bar sales to both 
countries for two years of sensitive technology 

- with both military and Chilian applications 

- at ail expected cost to US companies of $400m- 
SoflOnt in lost revenue. Page 12 

UM aid trucks arrive in Mostar: A 27 -truck 
United Nations aid convoy completed its joumev 
to the besieged Bosnian city of Mostar after Croat 
demonstrators stopped blocking the route. Page 12 

BAe- Taiwan deal dose: A deal looked likely 
between Taiwanese officials and British Aerospace 
to save a proposed £2o0m ,S3?Jm) regional jets 
joint venture. Page L2 

News Corporation, media and entertainment 
group beaded by Rupert Murdoch, reported an 
Si. 5 per cent earnings rise to AS97&9m <S652m), 
reflecting improved performance from nearly 
nil divisions, notably newspapers worldwide and 
US television interests. Page 13: Lex, Page 12: 

News International results. Page 18: John Fairfax 
results. Page 15 

Keating in budget tax rise talks 

The Australian govera- 
! * ■ ment of prime minister 

BMp Paul Keating, left. 

facing fierce opposition 
■|v jffggnH to tax increases, agreed 
t0 nesoiiate with smaller 
, 9 political parties which 

m.’? . M have threatened to 

IhhmE- -9 block the budget in 

aBB sv:., . smfi. ~?9| the upper house of 
parliament The row 

fjWaf IB °P ene< i the possibil- 
a ™* a -hKmmr H ity of fresh elections 
only five months alter the administration was 
voted in. Page 4 

MB-Caradon, building products and security 
printing group, is to buy most of the Pillar indus- 
trial businesses of RTZ. the mining company, 
for about £S0um (Sl.2bn>. Page 14; Lex. Page 12: 
Building a new MB-Caradon. Page 17: CarnaudMe- 
talbox sale hits half-year outcome. Page 17 

Babangida set to go today: General Ibrahim 
Babangida. Nigeria’s military ruler, was due to 
quit today alter abandoning plans to head an 
"interim government". Page 4 

Japan reform panel appointment: Gaisin 
Hirnlvva. chairman of the Keidanren. Japan's 
top business grouping, was appointed head of 
a panel to identify structural economic reforms. 
Page 4: Pain of a strong yen. Page 4 

Renault and Volvo near merger deal: 

Progress on merger plans between Renault. French 
ear and truck manufacturer, anu Volvo, its Swedish 
partner, could result in a deal before the Frankfurt 
motor show on September 7. Page 13 

GPA Group advisers expect the aircraft teasing 
company to sign a rescue deal within days with 
GE Capital, financial services arm of General 
Electric of the US. Page 13 

Nicaragua hostages' hunger-strike threat: 

Hostages held by right wing guerrillas in northern 
Nicaragua threatened to go on hunger strike 
unless they were freed. Thus followed the release 
of 21 other hostages earlier in the day. 

Toyota Motor, Japan's largest carmaker, 
announced a 24 per cent drop in pre-tax profits 
to Y2S6.4bn ($2.7€bu) for the year ended in June, 
and said the yen's appreciation could threaten 
its policy of lifetime employment. Page 15 

Cathay profits sink: A strike at Cathay Pacific 
Airways earlier this year helped depress the Hong 
Kong carrier's profits for the first half of 1933. 

They sank 46 per cent to HK86Slm tUS$88ml. 

Page 15 

China anti-corruption drive: Chinese 
Communist party officials are being banned from 
trading on the stock market and having private 
business interests in a drive to root out corruption. 
Page 4 

Saudi policy rethink: Saudi Arabia is to review 
its petrochemicals policy after the cancellation 
of an SSOOm petrol additives project involving 
Mobil of the US. Page 5 

Airport security chief fired: Heinrich Weiss, 
security chief at Germany’s second largest airport. 
Munich, was dismissed after reports that 2,000 
security passes had been lost or issued to unauthor- 
ised persons. 
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by John Ridding In Paris, 

Quentin Peel in Bonn and 
David Gardner in Brussels 

THE FRENCH government 
signalled a more relaxed attitude 
towards the 'Exchange Rate 
Mechanism yesterday by indicat- 
ing that France was in no hurry 
to return to the narrow bands 
which led to last month's cur- 
rency crisis. 

Mr Edouard Balladur. the 
French prime minister, made his 
conciliatory remarks on the eve 
of today's Franco-German sum- 
mit In Bonn. 


The meeting between the lead- 
ers of France and Germany is 
aimed at finding common ground 
on European economic and mon- 
etary union and resolving differ- 
ences on trade and other bilateral 
issues. 

Pressure ou Mr Balladur and 
Chancellor Helmut Kohl of Ger- 
many to reach agreement 
increased when Mr Karel Van 
Miert, vice-president of the Euro- 
pean Commission warned that 
achievements like the single 
European market could come 
apart if the momentum towards 
economic and monetary union 


(Emu) was not regained. 

'The Community is living dan- 
gerously.'’ the Belgian commis- 
sioner said yesterday, “and we 
could soy that the Community 
itself is floating,” along with its 
currencies. 

A successful meeting today 
between Mr Balladur and Chan- 
cellor Kohl is vital if tbe Euro- 
pean Community is to emerge 
from its current crisis in reason- 
able shape. 

Mr Balladur said yesterday 
that France was determined to 
proceed with Emu. He added that 
France should avoid letting the 


franc reach its new wider limit, 
agreed as part of the ERM 
reforms this month. 

Mr Balladur said France was 
determined that the second phase 
of European economic and mone- 
tary onion should come into 
effect on schedule next year and 
that he will discuss with Mr Kohl 
how to achieve economic conver- 
gence. 

His statement on ERM fluctua- 
tion bands was interpreted by 
economists as a more pragmatic 
response to the European cur- 
rency crisis which broke the 
franc's close link with the 


D-Mark and widened bands from 
225 per cent to 15 per cent 

The expectation in Bonn is that 
the two heads of government will 
seek to give a dear statement of 
their determination to cooperate, 
without any very precise ideas on 
how to resolve their outstanding 
problems - including the future 
of the EMS and Gatt 

Proposals on how to maintain 
the momentum towards Emu, in 
spite of the recent currency 
upheaval, are still being dis- 
cussed at the level of senior offi- 
cials. 

Although there is a desire to 


promise closer co-operation on 
economic and budgetary policies, 
both sides are constrained by 
their domestic political realities. 
Mr Kohl Is locked into a strict 
budget savings programme 
which does not allow for an early 
relaxation. 

But Mr Kail Lamars, foreign 
policy spokesman of Mr Kohl’s 
Christian Democratic Union. 
reatipd on both sides to co-ordi- 
nate their economic policies. 

Income tax cuts, Page 2 
Kohl help on Gatt, Page 5 
Editorial comment. Page II 


Inflation 
figures lift 
German rate 
cut hopes 

Shares surge in Frankfurt 
ahead of council meeting 
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By Christopher Parties 
in Frankfurt 

FRESH SIGNS that inflation in 
western Germany could be turn- 
ing down emerged yesterday, fur- 
ther fuelling speculation that 
German interest rates will be cut 
i today. 

Sh.'irc- f surged ;r. Tram-.- 
! fun after news that annual infia- 
j tion m three of western Ger- 
' many's largest states had edged 
lower. 

The mood in stock markets was 
also helped by a new record on 
Wall Street and by suggestions 
that the German automotive 
industry is showing signs of 
recover:.-. Frankfurt's blue chip 
DAX index dosed more than 20 
points higher at 1,917.78. 

The state Figures indicate that 
inflation could Finally be coming 
down after being stuck at around 
4.2 per cent to 4.3 per cent for 
most of tills year. 

A provisional a n n u al ised i n fi g - 
tion rate for the whole of western 
Germany, based on the state-by- 
state figures, is expected before 
the end of the week. 

Market analysts suggest that a 
flattening of price rises could 
bring the rate down to 4.1 per 
cent in August from 4.3 per cent 


in July. Inflation has been widely 
forecast to slide after the s umm er 
break, possibly dipping as low as 
3.5 per cent by the end of the 
year, before rising again early 
next year. 

Some market analysts said the 
signs pointed to a cut in the key 
discount rate at the Bundes- 
bank's policy-making meeting 
today. Earlier this week, econo- 
mists at Germany's leading 12 
banks said they, too, expected a 
rate reduction. However, the cen 
traJ bank will also consider the 
latent inflationary pressure in 
the recent excessive growth of 
money supply. The Bundesbank 
has wanted that it will cut rates 
only when the time is right 
Money supply figures pub- 
lished last week showed broad 
money, or M3, climbing at IS per 
cent in July on a seasonally 
adjusted, annualised basis - far 
above the 4.5 per cent to 6.5 per 
cent target range. Mr Hans Tiet- 
meyer, deputy president and 
president-elect of the Bundes- 

Continued on Page 12 
The Bundesbank and its 
mimics. Page 2 
German car output. Page 2 
Government bonds. Section n 
Currencies, Section n 
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Bosnian Moslems demonstrated near the parliament building yesterday as Bosnia pleaded in The Hague far the World Court's protection, 
accusing Serbia and its ally Montenegro of genocide, rape and torture UN convoy gets through to besieged Mostar. Page 12 n*« 

Perot campaign to target trade deal 


I By Nancy Dunne in Washington 

MR ROSS PEROT, the populist 
billionaire, is to launch a vigor- 
ous national campaign against 
the North American Free Trade 
Agreement which threatens to 
complicate the Clinton Adminis- 
tration's efforts to push the deal 
through a sceptical Congress. 

Mr Perot is launching a book 
- Save Your Job. Save Our Coun- 
try: Why Nafta Must be Stopped - 
Now! - on September 6. Labour 
Day. He intends to push the book 
and fan fears of unemployment 
as a result of Nafta in a string of 
speeches and television appear- 
ances over the next few weeks. 

The political elite may scoff at 
Mr Perot, .but tbe 150-page book, 
selling for an affordable $6.95, is 
a well-organised, easy- to-read 
polemic against the agreement, 
between the US, Canada and 


Mexico. The Clinton Administra- 
tion has as yet given no sign that 
it can come up with a compara- 
ble response. 

Speaking in simple terms, 
which elude trade negotiators, 
Mr Perot says that the US has 
been "out-traded again.” Under 
the terms of the deal, Mexico's 
rickety, unsafe trucks will be 
able to move into the US before 
American trucks can carry goods 
In Mexico, he says. Mexican 
Investors will be able to own 
entire US farms, forests and real 
estate, while US investors will be 
restricted to owning no more 
than 49 per cent of any enterprise 


that owns agricultural, or forest 
land in Mexico. The same applies 
to investment in construction. 

Mr Perot highlights the “low 
wages and tame unions" which 
attract US executives to move 
production over 'the border. 
Mexico keeps its wages low and 
its health and safety rule enforce- 
ment lax, Mr Perot says. This 
produces "a giant sucking 
sound” the sound of jobs going 
south of tiie border. - 

US negotiators “gave away” 
jobs by allowing Mexico to beep 
in place most of its motor indus- 
try investment and production 
restrictions for another 10 years. 


' Mexico gets “unrestricted access” 
to US and Canadian feed grains 
(which both countries are com- 
peting to sell) to develop massive 
beef operations which will under- 
cut tire US and Canadian indus- 
tries, be claims. 

All this and much, much more 
was agreed by negotiators whose 
motives Mr Perot , finds highly 
suspect. “Mexico's chief legal 
adviser . . . was a former under- 
secretary of trade at tire US Com- 
merce Department,” he says. 
The US team on the other hand 
was composed of bureaucrats.” 

Balladur- Kohl summit. Page 5 


Brussels threat to airport 
ground-handling monopolies 
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By Andrew HiU in Brussels 

THE European Commission's 
competition commissioner yester- 
day threatened to use controver- 
sial legal powers to break open 
monopolies in airport ground- 
handling services. 

Mr Karel Van Miert said a spe- 
cial directive aimed at deregulat- 
ing services such as passenger 
check-in, baggage handling and 
refuelling would be the “best gen- 
eral solution” to the problem of 
monopolies at some EC airports. 

He is considering the use of 
Article 90 of the EC treaty, which 
allows the Commission to impose 
liberalisation on intransigent 
member states. 

Seven EC airlines have com- 
plained to the Commission about 
alleged abuse of ground-handling 
monopolies at Milan, Frankfort 
and across Spain. KLM, the 
Dutch carrier spearheading the 
complaint, claims that charges 
for services at these airports are 
between 30 and 50 per cent 
higher than at airports offering a 
choice of services. 

Mr Van Miert said yesterday 
that the Commission had also 
received formal complaints from 


airlines and private ground-han- 
dling companies concerning 
other German and Portuguese 
airports. Informal complaints 
have also been lodged against air- 
ports which be would not name. 

The commissioner said all the 
formal complaints would be 
investigated. But he added that 
competition officials were 
already working on a draft direc- 
tive. which could be imposed on 
EC governments using Article 90, 
or passed under the usual proce- 
dure, which requires member 
states' approval. 

Mr Van Miert's predecessor, Sir 
Leon Brittan. frequently threat- 
ened to use Article 90 directives 
to break open energy, postal and 
telecoms monopolies. This is the 
first time that Mr Van Miert has 
openly backed the use of Article 
90 in a specific sector. 

But he stressed that fellow 
commissioners, member states, 
the European Parliament and all 
the interested parties would have 
to be consulted. 

Some monopoly airports cl aim 
safety will be compromised if too 
many rival companies are 
allowed to compete for ground- 
handling contracts. 


As transport commissioner 
until January, Mr Van Miert 
pushed through the latest pack- 
age of airline liberalisation. He 
said tbat a situation where com- 
petition in ground-handling ser- 
vices was restricted would 
become “more and more intolera- 
ble” as the rest of the civil avia- 
tion sector was liberalised. 

The Spanish state -owned air- 
line Iberia yesterday denied 
claims by other European air- 
lines that it had abused its domi- 
nance of Spanish ground- 
handling services by over- 
charging foreign airlines. 

® Prospects for a voluntary cut 
in EC-wide steel capacity have 
improved over the last month, Mr 
Van Miert indicated yesterday. 
But he said the Italian and Span- 
ish industries had not yet met 
strict demands for cuts in state 
aid or capacity. 

Mr Van Miert said there had 
been some progress in recent dis- 
cussions with Italian officials, 
and with the new Spanish indus- 
try minister. Rome submitted 
outline plans for the future of 
llva. the state-owned producer, 
last week and has promised to 
supply more details next month. 
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BUT DO YOUR EMPLOYEES USE 
THEM EFFECTIVELY? 

ECM (Employee Cost .Management) is a new invention w hich 
revolutionises the. administration arid management of your 
employees on the move. 

ECM offers you a comprehensive service through one point of 
contact covering the principal areas of employee expenditure: 

• fuel .ind vehicle related services 

• cellular phone airtime and equipment 

• air and rail travel, hotels and car rental 
YouTcll us the services you want: we do the rest. 

For more information about ECM, please call 071-738 1001 
(Fax: 071-73-8 1771) 
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German car output 
on road to recovery 


By Christopher Parfces 
in Frankfurt 


THE German motor industry is 
starting to recover from its 
year-long slump, despite a 32 
per cent tall in output during 
July, the VDA industry associ- 
ation said yesterday. 

The improvement will be 
slow, and hampered by 
increases In German petrol 
taxes, but car production could 
increase next year by as much 
as 6 per cent, according to Mr 
Achim Diekmann, association 
director. 

Domestic deliveries could 
rise by around 100,000 during 
1994 after tumbling an esti- 
mated 800,000 this year to 
around 3-lm, while foreign 
demand, especially in the UK. 
might increase exports by 
200,000 from this year's expec- 
ted level of 2 -2m. 

Ms Erika Emmerich, associa- 
tion president, said the fall in 


new orders had stopped earlier 
this year. A modest increase in 
demand detected since then 
should start showing up in 
increased deliveries within six 
months. 

However, in the medium 
term the association expects 
global demand for cars to 
increase by an average of only 
2 per cent a year. Its annual 
report, published yesterday, 
said sales m western Europe, 
the US and Japan would grow 
only l.S per cent annually for 
the rest of the century. 

Meanwhile, the German 
Industry was pressing ahead 
with restructuring. “Sleeves 
are being rolled up every- 
where, costs are being reduced 
and the pace of innovation 
speeded up,” Ms Emmerich 
said. 

Since July 1991 the industry 
had shed 100,000 jobs and its 
current workforce or 887,000 
was heading down towards 


600,000. Wage costs account for 
around 70 per cent of the total 
production cost of a German 
car. 

Vehicle makers and suppli- 
ers were determined to reduce 
costs by between 20-30 per cent 
in the next two years, she 
added 

Last month’s 32 per cent pro- 
duction slump, exaggerated by 
the traditional holiday season 
shutdowns, brought the cumu- 
lative decline in output for the 
first seven months of the year 
to 26 per cent, the association 
said 

For the full year it expected 
a 20 per cent drop in produc- 
tion of cars, trucks and buses 
to just over 4m, compared with 
5.2m in 1992. New car registra- 
tions in Germany for 1993 are 
likely to fall 21 per cent to 
3.1m, while commercial vehicle 
registrations will drop almost 8 
per cent to 250,000 units. 


VW may sacrifice Lopez 


By Christopher Parkas 


MR Klaus Liesen. chairman of 
Volkswagen's supervisory 
board has for the first time 
raised doubts about the 
group’s ability to hold on to its 
controversial production direc- 
tor, Mr Jose Ignacio L6pez de 
Arriortua. 

ln an interview to be pub- 
lished today, he hinted that the 
company could be forced to 
sacrifice Mr Lopez. 

It was legitimate to ask how 
long a company could put up 
with a continuous barrage of 
unconfirmed suspicions, he 
told Die Zeit. the weekly news- 
paper. 

Asked if VW was prepared to 
tolerate a long legal battle with 
GM and its German subsidiary, 
Adam Opel, Mr Liesen said the 
supervisory board which has 


hiring and firing powers over 
executive directors, had to 
retain its freedom of action. 

This, he said, meant “that 
within the limits of our author- 
ity we apply those measures 
which are in the interests of 
the company”. 

Mr Liesen repeated that he 
stood behind Mr Lopez, under 
investigation for alleged indus- 
trial espionage and theft of 
secrets from Adam Opel. Inter- 
nal VW investigations contra- 
dicted media c laims that Opel 
data had been stored in VW 
computers. 

He told Die Zeit that the 
supervisory board's vote of 
confidence in Mr Ldpez and the 
former GM employees who 
came to VW with him was 
based on their statements, 
some in the form of sworn tes- 
timony. 


"Can anyone expect a com- 
pany to make personnel deci- 
sions damaging to itself 
although allegations against it 
cannot be proved?” he asked. 

The loss of the Spanish cost- 
cutter, who left GM last March, 
would be a handicap for VW, 
particularly in its efforts to 
restructure production, he 
said. Mr Liesen accepted that 
no manager was irreplaceable, 
although he stressed he was 
not suggesting resignation. 

The shift in Mr Liesen's posi- 
tion - he has hitherto been one 
of Mr Ldpez’s stoutest defend- 
ers - suggests a reaction to the 
widespread conviction in the 
German business community 
that Mr Lopez must go if dam- 
age to VWs reputation is to be 
contained and its prospects of 
recovery protected. 

Car parts results. Page 14 


Balladur pledges income 
tax cuts to help economy 


By John Ridding hi Paris 


MR Edouard Balladur, the 
French prime minister, yester- 
day announced a series of tax 
initiatives to increase con- 
sumer demand and help revive 
France’s recession-hit 
economy. 

Outlining what he described 
as a "new stage" in the action 
of his government, Mr Balladur 
said that income taxes would 
be cut by about FFrl7bn 
(£L.9bn) fallowing a reform of 
the fiscal system in the budget 
for 1994. Tax breaks would also 
be Introduced to encourage 
consumption and housing 
expenditure, he said. 

But despite these fiscal mea- 
sures, Mr Balladur said he 
remained committed to the 
government's objectives of 
financial discipline and non- in- 
flationary growth. 

He said that the target for 
the budget deficit remained at 
FFr317bn this year and 
FFr300bn in 1994, and that this 
would be achieved by limiting 
the increase in state expendi- 
ture to just over l per cent 
next year. 

The tax measure will be com- 
bined with a five-year plan to 
reduce unemployment. The 
plan, which includes the trans- 
fer of social security payments 
for the lowest-paid workers 



Balladur begins “new stage’ 


from companies to the state, 
will be discussed with trade 
unions next month and be sub- 
mitted to parliament in Octo- 
ber. 

Economists said that the var- 
ious measures would have lit- 
tle impact on growth and 
unemployment in the short 
term, and that the French 
economy needed lower borrow- 
ing costs to help stimulate the 
economy. Gross domestic prod- 
uct is forecast by most econo- 
mist to contract by about 15 
per cent this year and unem- 


ployment is expected to rise to 
about 12.5 per cent by the end 
of December. Mr Balladur has 
resisted a rapid cut in interest 
rates following the European 
currency crisis which broke 
the French franc's dose link 
with the D-Mark. He expressed 
satisfaction with France's 
long-term interest rates, which 
he said were among the lowest 
in Europe. 

The reduction of income 
taxes, which wifi be achieved 
through a reform of France’s 
complex system of tax bands, 
is expected to be of particular 
benefit to average wage earn- 
ers. The other tax measures 
include tax exemptions for cap- 
ital gains made on selling 
mutual fund assets if the pro- 
ceeds are used to buy houses. 

The time required to with- 
draw savings from tax-exempt 
savings funds may also be 
reduced in an attempt to stim- 
ulate depressed consumer 
spending, Mr Balladur said. 

• The French are Ln two 
minds about their prime minis- 
ter. Mr Edouard Balladur. Ren- 
ter reports from Paris. 

A poll in the the weekly I’ Ex- 
press shows his support up 10 
points to 64 per cent Another 
poll ln the weekly 1'Evenement 
du Jeudi showed a nine-point 
Fall to 40 per cent in approval 
of his economic policies. 
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By Andrew WD In BnMMfe 


The Bundesbank and its mimics 


T HE exchange rate mech- 
anism has been relaxed 
and most of the sys- 
tem’s currencies can fluctuate 
in much wider bands. Now 
Europe’s bankers are asking 
the next logical question: 
should we care any longer 
what the Bundesbank does to 
German interest rates? 

In recent years European 
governments have anxiously 
awaited each fortnightly meet- 
ing of the Bundesbank’s policy- 
making counciL Many of the 
alterations in German interest 
rates announced at the regular 
Thursday session have been 
followed by changes in domes- 
tic monetary policy to ensure 
that a country's currency did 
not foil close to its ERM floor 
against the D-Mark. 

But the recent widening of 
the ERM fluctuation bands 
allows currencies to drift over 
wide margins. And, in theory, 
ERM member states need no 
longer ensure that their 
short-term interest rates are 
above Germany's. 

The reality is different, how- 
ever. The Bundesbank's deci- 
sions will affect European 
monetary policy. The results of 
today's meeting are keenly 
awaited across Europe, with 


strong expectations that the 
discount rate will be cut by at 
least half a percentage 
point 

Bundesbank policy matters 
on a European level because 
France. Denmark and Belgium 
are determined to keep their 
currencies as close to their for- 
mer ERM bands as possible. 

The French government is 
politically committed to a franc 
fort policy and might be embar- 
rassed by a dear devaluation 


the last two weeks but has not 
cut official interest rates. Ear- 
lier this week Denmark cut the 
cost of short tending to 10 per 
em i t , a level that may be too 
high given its heavy unemploy- 
ment 

Pd gfom hag been toughest 
of jril . leaving its main official 
interest rate at 95 per cent 
and reaffirming yesterday that. 
It will adhere strictly to this 
policy. 

However, economists do not 


France, Denmark and Belgium are 
shadowing German monetary policy. 
Can they keep it up, asks James Blitz 


of the franc; Belgium and Den- 
mark fear that a decoupling of 
monetary policy from Germany 
would lift the veil on funda- 
mental economic problems 
that could be ignored when the 
European monetary union 
project was at its strongest 

None of these countries has 
repeated the UK government’s 
policy of sharply cutting inter- 
est rates in the weeks after 
sterling quit the ERM last Sep- 
tember. 

France has trimmed its over- 
night lending rate five times in 


believe that these countries 
can maintain strong currencies 
through high interest rates for 
much longer. 

"These currencies came 
under pressure because high 
interest rates were semi as 
incompatible with high unem- 
ployment,” said Mr Paul Chert- 
kow, global currency strategist 
at UBS in London. "If their 
rates are hot brought down, 
the currencies will come under 
pressure anyway.” 

This is a strongly-held view 
in currency markets and has 


led economists, to put forward 
two "tain scenarios for Euro- 
pean interest rates between, 
now and the end of Urn year 

• The Bundesbank, could cut, 
interest rates more quickly 
th«n is currently expected - 
allowing other countries to cut 
rates without an adverse effect 
on their currencies. 

Yesterday’s Inflation figure 
lor the German state of North 
Rhine Westphalia, at an ann- 
ualised 4 per cod, -was, better 
than expected — and fids' may 
encourage the ng n tTri bank to 
easepoHcy. 

• The more hkeiy scaoaxto is' 
that the Bundesbank adH keep 
policy tight, amid tears that 
money supply gro wth has shot 
well beyond its target range of 
4 ^ per cart to. &s per rent. 

France, Denmark and Bel- 
gium could wtmiff ftfa policy . 
-for a white to keep their cur- 
nudes strong. But they wotdd 
be foroed to cut interest rates, 
as dealers took the view that 
ihe peffley was unsusfcdnabfc. 
Fixed-income investors, who 
bought fang-dated government . 
bonds of these countries in 
anttripntfon of rate cats, might 
threaten to sell them and take 
profits if short-term rides are’ 
not cat quickly. - 


BELGIUM’S central bank 
yesterday leapt to the defence 
of its strict Jtimc fenrt pdky 

after a group of FM&eGCQQ- 

mists called for monetary pol- 
icy to be relaxed. " 

. The M.economists from .the - ' 
Catholic University of Leuven ■'£. 
said that continuing to tie toe * 

Belgian franc to the D-Mark - a 
policy ’ pursued stnee 19W - 
would damage industry Vend- .. 
employment prospects anfl was „ . r . 
no longer an acceptable option; . 

But the central back said 
yesterday that Belgium- was 
not following its strict nvooe. 
tary pbficy for the sake <rf ptia. 
c fate but for "purely rational 
motives, given the feamcnnfcj 
context to; Belgium". 

Belgium has stuck to the p<& '. 
icy or shadowing the D-Mark, 
even though recent changes to r 
the .beleaguered European 
exchange . rate mechanism 
allow currencies a much adder ■ -■ 4 
margin far fluctuation. 

In 'their' “manifesto*’, pot ' 
fished on Tuesday, the econo- 
mists argue that the policy is. 
not tailored to the specific Bet - 
gian issues of high unempfay. ' - 
men* and low inflation. They 
also call for a freeze on wage - 
indexation and .for .structural * 
reforms in employment and 
social security. v.?*”'- 

Mr Karel Van Mtert. Brigitte 
vice-president of the European/: 
Commission, said yesterday 
that the economists’ manifesto. - 
: wraan indication of the way in 
which JSC policy could begin fo . 
fragment if the drive for eco- 
nomic and monetary antes 
-was not renewed. . He refused to 
comment cm the aubatance gf 
the baxLThe . bank’s statement; - 
supporting existing policy ' 
helped to support the Belgian _\ 
franc yesterday at BFz2U&to >: 
the D-Mark against Tuesday's - 
doseof BFriJUO. 
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Italians’ fast 
track to jobs 


Russian leader’s 


of reconciliation 


By Haig Simonian kt MRan 


THE Italian government is 
considering accelerating work 
on the country's ambitious 
new high-speed train project 
to stimulate the faltering econ- 
omy and create op to 50.000 
new jobs. 

The proposal to begin con- 
struction by the end of this 
year was raised at a meeting 
in Rome yesterday between Mr 
Raffoele Costa, the transport 
minister, and representatives 
of the principal companies 
involved in the L2£,000bn 
(S17.5bn) plan to link Italy's 
main cities with new super- 
fast trains. 

The proposals come just 
before today's planned meet- 
ing between Mr Carlo Azeglio 
Ciampi, the prime minister, 
and senior ministers to con- 
sider the increasingly gloomy 
economic outlook when most 
factories re-open after the 
summer holiday break next 
week. The economy has been 
hit by a steep fall in output 
and demand this year because 
of the recession. 

Contrary to expectations, 
higher exports thanks to the 
lower lira have failed to offset 
the Impact of the domestic 
slowdown. Some economists 
expect Italy's unemployment 
rate to exceed 12 per cent by 


December, as mare companies, 
particularly in manufacturing, 
cut their workforces. 

Italy now has almost 3m 
people either out of work or on 
government-subsidised redun- 
dancy schemes. 

Unemployment levels range 
from almost 8 per cent in the 
north and centre of Italy to 
more than 21 per emit in the 
economically-depressed south. 

In the first half of this year, 
the number of idle hoars spent 
by temporarily 1 aid-off work- 
ers in special short-term 
redundancy schemes soared by 
26 per cent The downturn has 
triggered increasingly pessi- 
mistic forecasts for unemploy- 
ment and warnings that rising 
jobless queues could affect 
public order. 

Mr Nicola Mancino, the inte- 
rior minister, warns of rising 
social tensions in cities such 
as Genoa, Naples, Rome, MDan 
and Reggio Calabria, where 
further job losses loom. 

However, the Confindnstria 
employers’ association yester- 
day sought to play down 
gloomy forecasts that a fur- 
ther 750,000 jobs are at risk. 

According to Mr JStefano 
Micossi, Confmdnstria’s head 
of research, the increase in 
unemployment for the whole 
of this year is unlikely to 
exceed 200,000. 


Romania tiptoes along reform patl 

Privatisation has got off to a slow start, write Robert Corzine and Virginia Marsh 


R OMANIA’S official pri- 
vatisation programme 
has only just com- 
pleted its pilot phase two years 
after enactment of the privati- 
sation law. State companies 
which dominate the economy 
and which have accumulated 
an inter-enterprise debt of 
about l,900bn Lei f$2.3bn;, 
equivalent to about 20 per cent 
of GDP, remain untouched. 

The fact that many large 
state enterprises are resisting 
reform has raised suspicions 
they are doing so with the 
sympathy, if not the support, 
of senior members of the gov- 
ernment 

The lack of political will to 
Implement the privatisation 
programme and reform the 
state sector is a reason the gov- 
ernment has been unable to 
sign a 1993 stand-by agreement 
with the International Mone- 
tary Fund. A successful out- 
come to the talks would have 
unlocked S3bn in aid pledged 
by G24 countries. 

Formal barriers to speedier 
structural reform and privati- 
sation, such as the lack of a 
bankruptcy law and capital 
markets, still exist. But Roma- 
nian officials involved in the 


reform process cite a variety of 
informal barriers. 

Until recently, for example, 
the five directors of the State 
Ownership Fund <Sof). the 
body charged with valuing, 
restructuring and selling 6,200 
companies by the year 2000, 
had to make do with sharing a 
single room. 

The Sof still has a staff of 
less than 100 operating out of a 
dingy Bucharest office build- 
ing, having been rebuffed in its 
attempts to find more suitable 
accommodation in ministry 
premises. 

The delays to the official pri- 
vatisation programme have 
not, however, prevented state 
property from finding its way 
Into private hands. Directors 
and officials of state enter- 
prises are barred from buying 
assets of state companies 
which can be sold at official 
auctions. 

But "spontaneous" privatisa- 
tions, whereby state assets are 
sold cheaply to private compa- 
nies ln which officials or their 
relations have an interest, is 
common, according to reform- 
ers. 

Mr Paul Miercan, general 
manager of the Sot conceded 


that it was "very difficult" to 
stop the "moral degradation” 
taking place during Romania's 
patchy transition to a market 
economy. The scale of the 
problem is impossible to quan- 
tify, but be acknowledged that 
out of 72 companies sold by the 
Fund by mid-July, there were 
"upwards of 20 cases" where 
irregularities were confirmed. 


M r Aurelian Dochia, 
president of the 
National Agency for 
Privatisation, says the phe- 
nomenon of “spontaneous" pri- 
vatisation is “one of the most 
important arguments” in 
favour of moving as quickly as 
possible in selling off the state 
companies. "The substance of 
the state sector is being sucked 
Into the private sector." he 
says, "with the possibility that 
only empty shells will remain.” 

Romania's fledgling class of 
private entrepreneurs com- 
plain that government policies 
encourage the inefficiency of 
the state sector at the expense 
of the country's overall eco- 
nomic health. 

Private companies say they 
cannot raise capital for new 
projects but that state banks, 


which handle 90 per cent of 
loans, are still lending to 
heavily indebted firms. 

With little pressure on state 
company managers to be prof- 
itable, they have not felt com- 
pelled to contract out worts to 
new private businesses or to 
lease surplus production facili- 
ties or property. 

But statistical and anecdotal 
evidence suggests all is not 
gloomy for private businesses. 
Mr Mike Hicks, the Bucharest 
representative of the European 
Bank for Reconstruction and 
Development, believes the 
momentum towards a market 
economy is unstoppable. 

“Two years ago we were des- 
perate to get involved with pri- 
vate sector projects, now we 
can't keep up with those being 
put forward.” 

Official figures to the end of 
June recorded 266.061 compa- 
nies with private capital and 
207.846 private entrepreneurs, 
a common structure for farm- 
ers who have benefited from 
the return of collectivised land. 

The private sector accounted 
for 40 per cent of retail sales in 
the first, half of the year com- 
pared with 7.1 per cent in the 
same period in 1991. It also 



accounted for 44 per «?n» of 
services compared with 625 per 
cent in 1991. 

While statistics indicate that 
GDP in 1992 was less than $600 
per head, officials acknowledge 
that there is a large black 
economy. The central bank 
believes the black market is 
driven by some Slim In hard 
currency cash equivalent to 
25-30 per cent of GDP. “There 
is public discontent that some 
people are getting rich unfairly 
through corruption and 
deceit, ” says Dr Petre Datcu- 
lescu of Irsop, a Bucharest poll- 
ing organisation. 

Yet Irsop surveys also show 
consistent public support for 
privatisation, and an accep- 
tance of the social inequality 
which comes with a market 
economy, though about 25 per 
cent oppose market reforms. 

Mr Mlsu Negritoiu, deputy 
prime minister in charge of 
reform, believes some opposi- 
tion comes from a lack of 
transparency and valuation 
problems in the privatisation 
process. “Once we open magg 
privatisation and establish a 
transparent procedure, maybe 
the attitude of the population 
wffl change," he says. 
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Russia’s president lays a 


Yeltsin 
heal Katyn 


to 
wounds 


By Christopher Bofatoaki 
In Warsaw 


^However, the refatfrca urged 


PRESIDENT Boris Yeltsin 
yesterday became the first Rus- 
sian leader to lay a wreath at a 
monument to 20,000 Polish offi- 
cers and civilians murdered in 
1940 by the Soviet secret police. 

-Relatives of the’ victims 
praised Mr Yeltsin for the ges- 
ture intended to heal wounds 
over the massacre at Katyn 
forest near Smolensk. Until 
1990 Moscow blamed, their 
deaths on the Germans. Polish 
officers and civilians, interned 
in 1939 in the Soviet Union, 
were murdered on Stalin's, 
orders. The site of the monu- 
ment in a wooded. Warsaw 
cemetery was long regarded by 
Poles as the. symbolic grave of, 
the men murdered at . Katyn 
and elsewhere. 


about the crime and to'fcufirt a 
oemeteiy for the Vfctios. : . 

Earlier Mr Yeltsin told Mr 
Lech Walasa, : the Fohsh presi- 
dent, that the Russians would 
bring, fortisrd '.fiw. withdrawal 
of 1 JJ 0 Q troops stationed in 
Poland by three month s to the 
end of Odnber. 


trade '.agreement .regulating 
customs procedures and emmt- 
ting both countries to Gait 
rules. Last year Poland had a 
¥640to- trade deficit with Rug. 
sia. The first half oE this, year 
saw Poland's defirif.riarrow' to 


The talks have, however, left 
unresolved the question of 
debts expressed both in the 
now deftnict “cfflfcratiHe" roa- 
ble and US. dollars. 
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US durable Developers attack wetlands protection plan 

__ By Usa Bransten in Washington late on Taes- administratively, rather than satisfies none completely- pleased with a provision that that the plan does m 

vl If IIIW m I l"|| In Washington day. in an effort to stop one of submit it to Congress. Developers are to be allowed would prevent indiscriminate more than 53m acre 

I iXWl the plans* provisions. ‘This is going to cause a lot to operate “mitigation bank- development of more than lands drained prior t 

w 1 " US MINING and development The suit challenges the more people to have to get per- ing”, whereby property own- 1.5m acres of wetlands in “We believe that i 

interests have attacked the administration’s ability to mits in a system that is ers may buy the right to drain Alaska, and with the presi- age, on balance, is a 

.A. — ^ I -I r - A _ Clinton administration's plans require permits for all boild- already overburdened.” said a wetland by contributing to a dent’s commitment to no net for America's wetlan 

A I I il dTfe I T *° end the divisive debate over ing excavation in wetlands Ms Cyntbia Adcock of the fund set np to restore such loss of wetlands in the short Mr Michael Crook 

I U. I I t j A g Mm ■ III w protecting DS wetlands, hours areas, which would be a tough- home builders’ association. land elsewhere. Also, a new run and to restoration in the National Wildlife F 

* *■ ▼ after these were announced. erring of previous policy. Developers, agricnltural rule would allow property long run. said mitigation bank 

Interest groups, led by the The suit alleees that the interests and environmental- owners denied hiiildinc ner- Many are anerv. however wirniimm develnnmei 
National Association of Home 
Builders and the American 
Mining Congress, tiled a suit 


A KG drop in demand for new 
cars and aircraft pulled orders 
for durable goods down steeply 
in July, the Commerce Depart- 
meat said yesterday, Reuter 
re ports from Washington. 

Last month’s 3£ per cent fall 
in orders followed a revised 
Kin of 4J5 per cant in June 
that previously was reported 
as a 3.3 per cent increase, a 
was the fourth monthly decline 
in the past five months and 
much sharper than Wall St reet 
economists' expectations of a 
L2 per cent decrease. 

The July drop was entirely 
in the transport sector and 
reflected the tepid pace of new- 
car sales as well as a weaken- 
ing in volatile demand for 
costly passenger aircraft. 
Orders excluding transport 
gained moderately in both 
June and July. 

The pace of sales for North 
American-made cars and light 
trucks has picked up in mid- 
August from the be ginning of 
the month and car make rs say 

they intend to raise output 


during the third quarter when 
new models start to roll off 
assembly lines. 

Durable goods orders are 
considered a good gauge of the 
economy’s health. They are 
generally expensive and take 
longer to produce so that 
orders measure both demand 
and future employment pros- 
pects among manufacturing 
companies. 

Total orders in July were 
worth *127 .Shu (ESWbn) com- 
pared with $l£L5bn in June. 
Orders for defence goods, 
which experience wide 
monthly swings, ga in ed by 13.2 
per cent last mouth after a AS 
per cent rise in June. 

If defence is excluded, over- 
all orders in July fell by 4.5 per 
cent after the 4J5 per cent June 
rise. I 

Transport sector orders fell 
in July by 18.1 per cent after a 
14.3 per cent June increase. 
The department said it was the 
biggest monthly drop in such 
orders since November 1990 
when they fell by 25.2 per cent 


Canada election 
likely in October 


MS KIM Campbell, Canadian 
prime minister, is likely to call 
soon for an October general 
election, Reuter reports from 
Ottawa. 

With 1.6m fianad«m< unem- 
ployed. the campaign is expec- 
ted to focus on who can best 
put people back to work and 
curb public drift, without cut- 
ting costly welfare services or 
raising taxes. 

Ms Campbell, who succeeded 
Mr Brian Muboney as Conser- 
vative leader and became Can- 
ada's first woman prime minis' 
ter two months ago, . is 
expected to announce the elec- 
tion in the next week or two. It 
will probably be held on Octo- 
ber re or 25. 

Ms Campbell, a 46-year-old 
lawyer, has criss-crossed Can- 
ada in recent weeks, meeting 
voters, to try to distance her- 
self from Mr Mubtmey, who 
stepped down in June as Cana- 
da's most unpopular leader 
since IMx • • 

She will explain her eco- 
nomic policy to Toronto busi- 


nessmen tomorrow. Opposition 
leaders have accused her of 
party political camp ai gning on 
taxpayers' money and want 
her to call the election as soon 
as possible so that all parties 
may enjoy free media time. 

Under Canada's British-style 
parliamentary system, Ms 
Campbell automatically 
became prime minister on win- 
ning the party leadership in 
June, but her party’s mandate 
to govern is to run out this 

snifaimn 

Recent opinion polls show : 
Ms Campbell to be far more 
popular than Mr Jean Chre- 
tien, the liberal party leader. 

A Gallup poll published last 
week found that Conservative 
support had risen in July from 
S to 88 per cent, four, points 
behind the liberals, who bad 
slipped from 43 per cent 

Mr Chrttien, whose party 
was shut out o£ power for nine 
years by Mr Muhoney, said Ms 
Campbell had only a summer 
job and that recession-weary 
voters would oust her. 


in Washington late on Tues- 
day, in an effort to stop one of 
the plans* provisions. 

The suit challenges the 
administration’s ability to 
require permits for all build- 
ing excavation in wetlands 
areas, which would be a tough- 
ening of previous policy. 

The suit alleges that the 
nine federal agencies which 
developed the plan acted ille- 
gally by adopting the new rule 


administratively, rather than 
submit it to Congress. 

This is going to cause a lot 
more people to have to get per- 
mits in a system that is 
already overburdened.” said 
Ms Cyntbia Adcock of the 
home builders' association. 

Developers, agricnltural 
Interests and environmental- 
ists gave mixed reactions to 
the plan, which offers some 
concessions to all parties but 


satisfies none completely. 

Developers are to be allowed 
to operate “mitigation bank- 
ing”, whereby property own- 
ers may buy the right to drain 
a wetland by contributing to a 
fund set up to restore such 
land elsewhere. Also, a new 
rule would allow property 
owners denied building per- 
mits the right to appeal with- 
out going to court. 

Environmentalists are 
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NICARAGUAN HOSTAGES RELEASED BUT OTHERS STILL HELD 


Cardinal Miguel Obando y Bravo of 
Managua, pictured on arrival at the 
northern Nicaraguan town of Quilali, 
helped to secure the release of ll 
left-wing hostages there early yesterday. 

Contra rebels, however, continued 
to hold five hostages and said they had 


snspended their talks with the cardinal 
after spotting government troops nearby. 
He said later yesterday be was seeking 
more talks. The rebels are demanding 
that left-wing Sandinstas be ousted from 
the Nicaraguan government. 

The releases came after former 


Sandinista gunmen bolding hostages 
in Managua had freed three conservative 
politicians late on Tuesday. They continue 
to hold Vice-President Virgilio Godoy 
and five colleagues in order to try to 
force the release of the left-wing hostages 
at Quilalf. 


Haiti PM seeks end to embargo 


By Canute James 
(n Kingston 

HAITI'S new prime minister, 
Mr Robert MalvaJ. has 
appealed for an early end to 
the international economic 
embargo which has squeezed 
the Caribbean nation. 

He made the request after 
Haitian legislators, with 
apparent reluctance, had con- 
firmed his nomination to the 
post 


This has completed another 
stage in a 10-stage sequence for 
the eventual return to office of 
President Jean-Bertrand Aris- 
tide, who was overthrown and 
exiled by the army almost two 
years ago. 

Under an agreement secured 
via the United Nations, and 
which has led to the resigna- 
tion of Gen Raul Cedras, the 
army leader, Father Aristide is 
to return to Haiti on October 
30, after Mr Malval's govern- 


ment has been installed and 
the sanctions lifted. 

The Haitian chamber of dep- 
uties voted on Monday to ratify 
Mr Malval, a 50-year-old pub- 
lisher. who is Mr Aristide's 
choice for premier. 

This followed ratification by 
the Senate a week earlier, but 
the new prime minister is fac- 
ing opposition over the compo- 
sition of bis cabinet. 

This will have to be 
approved by parliament before 


the sanctions can be lifted. 
However, legislators dislike the 
absence from Mr Malval’s list 
of prospective ministers of 
members of Haiti's conserva- 
tive parties, which bold the 
majority in parliament 
The country' of 7ra people 
has fuel for only a few days 
because of the embargo. This 
could lead reluctant legislators 
to approve Mr Malval's cabinet 
so as to have the sanctions 
lifted. 


pleased with a provision that 
would prevent indiscriminate 
development of more than 
1.5m acres of wetlands in 
Alaska, and with the presi- 
dent’s commitment to no net 
loss of wetlands in the short 
run and to restoration in the 
long run. 

Many are angry, however 
that the agriculture depart- 
ment would be responsible for 
identifying wetland areas and 


that the plan does not protect 
more than 53m acres of wet- 
lands drained prior to 1985. 

“We believe that the pack- 
age, on balance, is a net loss 
for America's wetlands.” said 
Mr Michael Crook of the 
National Wildlife Fund. He 
said mitigation banking could 
encourage development of wet- 
lands by making it easy for 
property owners to comply 
with requirements. 


Salinas wins 
voting reforms 
in Congress 


By David Luhnow 
in Mexico City 

MEXICO'S Congress has 
approved a package of political 
reforms which the government 
hopes will give a more demo- 
cratic gloss to the country's 
authoritarian image. 

The changes were passed 
easily, late on Tuesday, with 
votes from the ruling Institu- 
tional Revolutionary Party 
(PRI) and two opposition par- 
ties. Three opposition parties 
voted against 

The reforms regulate what 
the opposition claims is the 
PRJ's unchecked access to pub- 
lic funds and the news media, 
and put limits on campaign fin- 
ancing. Also, for the first time 
in Mexican history, any off- 
spring of foreign-born parents 
will be allowed to become pres- 
ident. as of 1999. 

Other tmporant reforms will: 

• Open the Mexican Senate to 
opposition representation by 
allowing a third, minority- 
party senator from each state. 

• Introduce some propor- 
tional representation into the 
way the lower chamber of Con- 
gress is elected. 

• Set up a federal body to 
oversee elections. 

The proposals are seen as the 
last chance for President 
Carlos Salinas, who has won 
international praise for his 
bold economic reforms, to fulfil 
promises to modernise Mexico 
politically. 

The PRL which has governed 
Mexico for the past 63 years, 
needed only its own Congres- 
sional majority to pass the pro- 
posals. but it negotiated the 
support or the conservative 
National Action Party (PAN) 
so as to give the reforms credi- 
bility at home and in the US. 
Some US legislators are 


demanding a more democratic 
Mexico before they ratify the 
North American Free Trade 
Agreement 

The PRI won over the PAN 
by allowing a minority-party 
senator from every state and 
allowing presidential candi- 
dates with foreign-boru par- 
ents. an old PAN demand. 

“Since he won some opposi- 
tion support. Salinas can mar- 
ket these reforms as demo- 
cratic. both here and abroad." 
said Ms Denise Dresser, a polit- 
ical scientist at Mexico's 
Autonomous Technological 
Institute iITAM). But the 
moves failed to win the 
approval of the nation’s most 
powerful opposition force, the 
leftist Party of the Democratic 
Revolution (PRD). 

In 1983. a leftist alliance, 
which later formed the PRD, 
lost to Mr Salinas a hotly con- 
tested presidential election 
marred by charges of fraud by 
the PRI. During the next few 
days, the PRI and the PRD will 
meet in a last attempt to gain 
PRD support, although this is 
seen as unlikely. 

“The changes are unaccept- 
able,” says Mr Porfirio Mufioz 
Ledo, head of the PRD. "They 
show the PRI is not prepared 
to think about losing elec- 
tions." Many opposition mem- 
bers maintain the PRT will use 
these latest reforms to increase 
its grip on power. 

“The change in electing dep- 
uties will Increase the PRl's 
over-representation via 3 more 
proportional system of repre- 
sentation." says Juan Molinar. 
an electoral expert with the 
Colegio de Mexico. "Although 
the reforms sounds good, it 
means the PRI can get 40-some- 
thing per cent of the vote and 
end up with 60-something per 
cent of the seats." 
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Babangida expected to give 
up grip on power today 


By Leslie Crawford in Lagos 

GENERAL Ibrahim Babangida, 
Nigeria's military ruler since 
1985, was set to relinquish 
power today after bowing to 
pressure from fellow army offi- 
cers to hand over to a non- 
elected civilian administration. 

After plotting for weeks to 
extend his rule, Gen Babangida 
is understood to have aban- 
doned plans to install himself 
at the head of an “interim gov- 
ernment”. During tense meet- 
ings of the ruling military 
council this week, Gen Baban- 
gida’s service chiefs are said to 
have threatened open rebellion 
if he insisted on clinging to 
power. 

The 52-year-old soldier, vet- 
eran of three coups, was told 
by his officers he had discred- 
ited the armed forces by reneg- 
ing on a pledge to return 
Africa's most populous nation 


to democracy. His decision to 
annul the June presidential 
poll, they said, was responsible 
for plunging Nigeria into the 
worst political crisis since the 
1967-70 Biafran war. 

The resolution of the crisis is 
likely to be an anti -climax. A 
farewell military parade in the 
capital Abuja will see off the 
troublesome general It will be 
followed by an Inauguration 
ceremony for the interim civil- 
ian administration. 

Diplomats believe the new 
government will be composed 
largely of members of the out- 
going Transitional Council, a 
civilian team appointed by Gen 
Babangida six months ago 
which has been angularly inef- 
fective in arresting Nigeria’s 
economic decline. Chief Ernest 
Shonekan. chairman of the 
Transitional Council is tipped 
to become Nigeria's new presi- 
dent 


Gen Babangida, however, is 
not expected to remain active 
behind the scenes. His officers, 
led by Gen Sard Abacha, the 
defence minister, are reported 
to be too angry to let him stay. 
"Babangida will probably 
spend some time cooling his 
heels at his mansion in the 
Ivory Coast." a diplomat in 
Lagos said. The Babangidas 
also own property In Prance 
and Switzerland. 

But the military are not 
expected to leave the stage 
entirely. One of the key ques- 
tions still to be answered Is 
whether the National Defence 
and Security Council, the rul- 
ing military body, will dissolve 
itself with Gen Babangida’s 
departure or continue in some 
advisory capacity. 

"We still don't know whether 
we are getting another military 
government with a civilian 
facade, or a truly civilian 


administration." Gen Olusegun 
Obasanjo. a former president 
and the only Nigerian military 
ruler to have voluntarily Left 
office, said yesterday. Tf Bab- 
angida completely leaves the 
scene, perhaps the people will 
learn to live with a non-elect ed 
administration. But it is 
clearly no substitute for a dem- 
ocratically elected govern- 
ment" 

Chief Moshood Abiola, win- 
ner of the aborted presidential 
contest, said yesterday from 
his self-imposed exile in Lon- 
don that he had not abandoned 
his claim to the presidency. “I 
will return to Nigeria as soon 
as tt is safe for me to do so,” he 
promised. "I caxmot mount a 
challenge while my life is in 
danger." 

Chief Abiola said it would be 
a “mortal error” for western 
governments to recognise 
Nigeria's new leaders. 


China acts to curb corruption 


By Tony Walker in Beijing 

THE Chinese Communist 
Party's top disciplinary com- 
mission yesterday formally 
banned party officials from 
trading on the stock market 
and holding private business 
interests. 

In a nationwide drive to 
achieve “clean government”, 
the co mmis sion unveiled a new 
code of conduct imposing 
severe limitations on tens of 
thousands of officials. 

Warning that corruption was 
"still growing and spreading", 
the commission said, “the neg- 
ative and corruptive manifesta- 


tions, if not overcome reso- 
lutely, will ruin the party, the 
people's political power, and 
the great cause of socialist 
modernisation.” 

The new rules are set to 
strike at the heart of the 
patronage system so precious 
to Chinese officialdom, and for 
that reason are certain to 
prove extremely difficult to 
enforce. The new code of con- 
duct bars officials from: 

• Engaging in business on 
their own account or using 
their influence to assist rela- 
tives and friends profit from 
their activities. 

• Trading in securities. 


• Accepting gilts of money or 
negotiable securities, or credit 
cards. 

• Using public funds to 
acquire membership of clubs 
or to participate in any high- 
cost recreational activity. 

The measures reflect intense 
concern at senior levels of the 
Communist party over the con- 
tinuing erosion of the party's 
reputation and authority 
caused by corruption fuelled 
by China's economic boom. 

It also coincides with deepen- 
ing worries in Beijing over a 
weakening of the central 
authorities’ control over the 
regions. 


Officials face enormous 
obstacles in their corruption 
drive, however, since the prob- 
lem reaches high into the rul- 
ing party itself. Top officials 
and their relatives are among 
those most deeply engaged in 
private business. 

The anti-corruption commu- 
nique was issued at the end of 
a six-day conference attended 
by more than IDO senior offi- 
cials, and addressed by Mr 
Jiang Zemin, the Party boss. 

"Corruption is a virus that 
has infected the healthy bodies 
of our Party and State," Mr 
Jiang told delegates at the 
weekend. 


OBITUARY: LORD KADOORIE 


Visionary HK businessman 


LORD Kadoorie. one of Hong 
Kong’s greatest businessmen 
and its first British peer, died 
yesterday, aged 94. He leaves 
behind a family empire worth 
close to USS4bn (£2.6bn). 
Including controlling interests 
in Hong Kong’s largest power 
company and one of Asia's 
leading hotel groups. 

Lord Kadoorie was one of 
the colony’s few tycoons to 
build up equally strong links 
with Britain and China. In 
1981 he was awarded the title 
of Baron Kadoorie of Kowloon 
in Hong Kong and the City of 
Westminster, shortly after 
awarding Britain its largest 
ever export order - for China 
light and Power’s Castle Peak 
power station. 

Four years later he finalised 
China's first nuclear power 
project, in Daya Bay. near 
Hong Kong. The deal was 
signed by Chinese premier Li 
Peng and it earned Lord 
Kadoorie a dinner engagement 
with Chinese patriarch Deng 
Xiaoping, which was to have 
taken place at the opening of 
Daya Bay, later tins year. 

He argued that Hong Kong 
should be a neutral point of 
contact between China and the 
west and pursued this goal 
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Lord Kadoorie - “nnshakeable faith in Hong Kong’s future" 


both as businessman and con- 
servative politician. 

Hong Kong’s acting gover- 
nor, Sir David Ford, described 
Lord Kadoorie as "a business- 
man of extraordinary vision" 
and a man with “nnshakeable 
faith in Hong Kong’s future". 

Lord Kadoorie was chairman 
of China light and Power from 
1935 through to 1992. His 
father. Sir Eleazar Kadoorie, 
had emigrated to the colony 
from Baghdad in 1880. and 


expanded from stockbroking 
into electricity. His son rebuilt 
the business after the Japa- 
nese occupation left tittle more 
than the Peninsula Hotel. The 
family now controls 35 per 
cent of the HKS68.4bn (£5.9bu) 
capitalised China Light and 
Power, 61 per cent of Hong 
Kong & Shanghai Hotels and 
interests in companies ranging 
from textiles to banking. 

Simon Davies 


France to 
bring peace 
forces home 

FRANCE will withdraw its 
peacekeeping troops from 
Somalia by the end of the year 
and from Cambodia by the end 
of next January. Mr Francois 
Leotard, the French defence 
minister, said yesterday, 
writes John Ridding from 
Paris. 

Speaking in an interview 
with Radio France Internatio- 
nale, Mr Leotard said the with- 
drawal of troops from the two 
countries had been scheduled 
and was in line with the 
United Nations’ timetable for 
ending operations there. 

According to Mr Leotard. 
France would maintain its 
troop presence in the former 
Yugoslavia. But he said that be 
wanted to see stronger UN 
command in the field to 
increase the safety of the 6,000 
troops stationed there. He said 
that French troops would con- 
tinue to be available for other 
UN missions. 

France has about 1,400 
troops In Cambodia. It has 
been active in seeking a solu- 
tion to the civil war there, co- 
chairing the Paris conference 
in which the four conflicting 
factions signed a peace accord. 


Talks pressure and 
finances divide PLO 

Julian Ozanne examines the turmoil on the 
Palestinian side before negotiations resume 


A FINANCIAL crisis In 
the Palestinian Libera- 
tion Organisation com- 
bined with divisions about 
what, if any, concessions to 
make to Israel hare left the 
Palestinians floundering as 
they prepare for a further 
round of talks with Israel in 
Washington next week. 

Analysts say the turmoil is 
the result of soul searching 
about the need, under increas- 
ing Arab and international 
pressure, to make compromises 
to reach a deal with IsraeL 
Negotiations have yielded 
nothing in 22 months and con- 
ditions in the Israeli-occupied 
territories have deteriorated. 

Mr Yassir Arafat, chairman 
of the PLO for 25 years, was 
yesterday confronted with 
revolt within the movement 
over his authoritarian leader- 
ship style and his management 
of the crisis. 

Two members of the 18- 
strong PLO executive commit- 
tee hare resigned in the past 
week and there have been calls 
for Mr Arafat to stand down. 

In Amman yesterday Mr Ara- 
fat dismissed any talk of crisis 
but he is expected to feel the 
heat at a meeting of the execu- 
tive committee in Tunis today. 

His critics hare concentrated 
their fire on two related prob- 
lems: the financial crisis 
caused by PLO backing of Iraq 
in the Gulf war and Mr Ara- 
fat’s apparent willingness, 
without consultation, to make 
concessions to IsraeL 
After the PLO supported 
gadHam Hussein in 1991, Gulf 
states suspended millions of 
dollars Of direct financial aid to 
the PLO and expelled hundreds 
of thousands of Palestinian 
guest workers who sent 7 per 
cent of their salaries to the 
organisation. 

The PLO has cut its annual 
budget from S320m (£2l5m) to 
$ 1.40m in the past two years. It 
has had to dose offices and 
newspapers, delay salaries and 
monthly gratuities to more 
than 39,000 employees and 
dependants and suspend bind- 
ing of universities, hospitals, 
municipalities and scholar- 
ships in the Israeli-occupied 
West Bank and Gaza strip. 

At a time of mounting criti- 
cism the PLO cannot buy polit- 
ical support by spreading cash 
around the occupied-territories 
and risks being outspent by 
the Iranian-funded Hamas, 
which is rapidly developing a 
network of social services and 
which rejects talking peace 
with Israel. 

The financial crunch also 
strengthens the hands of Arab 
states which will continue to 
use the carrot of a resumption 
of financial support as a means 
of forcing the PLO to make 
more concessions. 

These money problems, com- 
bined with what opponents say 
is Mr Arafat’s desire to strike a 
deal in his lifetime, have 
pushed the 64-year-old leader 
towards compromise. 

Critics say his willingness to 
make concessions is evident in 
his keen acceptance of the 
“Gaza-Jericho option" -a pro- 



Arafat in Amman yesterday with the widow of a Palestinian 
military commander now 25 years of leadership are under fire 


posal that provides for the 
immediate assumption Of full 
Palestinian authority iii the 
Gaza Strip and West Bank 
town of Jericho leaving the 
rest of the West Bank under 
some form of interim self-gov- 
ernment 

In return Mr Arafat might be 
willing to make compromises 
on control over occupied Arab 
East Jerusalem during the 
interim phase - the current 
sticking point in peace talks. 

Mr Nayef Hawatmeh, leader 
of the Democratic Front for the 
Liberation of Palestine and a 
long-time critic of Mr Arafat 
said the PLO chairman had 
agreed to the proposal after 
being promised $7D0m in aid 
from the US. Japan and Euro- 
pean countries. 

Whether true or not Mr Ara- 
fat’s anthuria am for tire Gaza- 
Jericho option has drawn the 
lines of debate. The proposal is 
supported by some peace nego- 
tiators from the territories anx- 
ious for a deal which will 
address, sooner rather than 


later, worsening conditions for 
Palestinians living under occu- 
pation. But it is firmly opposed 
by many PLO stalwarts. 

PLO officials said the resig- 
nation last week of Mr Mah- 
mud Darwish was partly an act 
of protest against Mr Arafat’s 
willingness to make conces- 
sions which would leave parts 
of the West Bank under Israeli 
control- And Mr Shafiq al-Hoot, 
who withdrew from the execu- 
tive committee at the weekend, 
said Mr Arafat was going 
beyond policy “red lines" fin- 
peace talks with Israel laid 
down by the Palestinian parlia- 
mentin-exfle ln Algiers in 1991. 

The pressures on Mr Arafat, 
one of the greatest survivors in 
Arab politics, are coming from 
all sides. This time many Pal- 
estinians believe “the old man” 
win have to give up some of 
bis coveted powers and allow a 
more democratic leadership 
capable of nudging the dispa- 
rate PLO factions towards 
acceptance of the hard realities 
of making peace with IsraeL 


Keating 
agrees to 
talks 
over tax 
increases 

By Alexander NicoO, 

Asia Editor 

THE Australian government, 
facing fierce opposition to tax 
increases announced last 
week, yesterday agreed to hold 
negotiations with smaller 
political parties which have 
threatened to block the budget 
in the Senate, the upper house 
of parliament. 

The retreat by Mr Paul Keat- 
ing, prime minister, Increased 
the likelihood of a compr omise 
which would prevent his 
Labor government from resort- 
ing to extreme steps to push 
through the budget. 

The row has caused talk tf a 

possible dissolution of both 
houses of parliament and fresh 
elections only five months 
after Mr Keating’s Labor gov- 
eminent was elected - though 
the smaller parties in the Sen- 
ate are thought to have little 
to by forcing elections. 

Mr Keating yesterday met 
Ms Cheryl Keroot, leader of 
the Australian Democrats, 
who said afterwards that the 
talks had bean constructive. M I 
think they know that they 
have to talk, " she said. 

The government would have 
little difficulty seeming the 
budget’s passage through the 
lower house. Bat in the Sen- 
ate. 10 senators - Australian 
Democrats, Greens and an 
independent - hold the bal- 
ance of power. The Democrat 
and Green parties threatened 
to side with the opposition on 
the budget 

Mr John Dawkins, federal 
treasurer, said the government 
did not object to hearing the 
Democrats’ views, but that *1t 
must be understood that there 
can be no significant change of 
file government's overall defi- 
cit reduction strategy." 

He had announced increases 
in wholesale taxes and on pet- 
rol, alcohol and tobacco in 
order to battle a widening bud- 
get deficit he estimated at 
ASl&hn (£7bn) for the financial 
year which began on July I. 

According to one opinion 
poll, the budget caused the 
government’s popularity to 
drop to its lowest level in 
Labor’s 10 years in power. 

Mr Bernie Fraser, Reserve 
Bank governor, warned that 
fiie threats to block the budget 
might force a rise in interest 
rates -a step the government 
keenly wants toa void as it 
seeks to steer the economy out 
of a long recession with 10.7 
per cent unemployment. 

The saatars* opposition to 
the new taxes has raised con- 
stitutional issues about the 
role the Senate, which nor- 
mally passes budgets without 
question on the principle that 
Oie executive should be 
allowed to govern. 

Mr Dawkins said earlier in 
the week: “I think tt would be 
a very sad day for Australia if 
we got Into the sort of situa- 
tion that they are in in the US 
where the executive govern- 
ment is unable to secure the 
passage of . its legislation 
through the parliament" 


GREEK EXPORTS SA. 

INVITATION 

Cor expressions of Interest in purchasing the assets of the COMMUNAL 
COOPERATIVE SOC1ETE ANONYME FOR THE EXPLOITATION 
OF LIGNITE DEPOSITS IN THE AREA OF KYMI 
IKOL&EJJ.K.&A.) 

in line with ibe application of the Government's policy of denationalisation 
and by vinuc of Law 2000/91, GREEK EXPORTS S.A^ a subsidiary of the 
HELLENIC INDUSTRIAL DEVELOPMENT BANK (ETBA SA.) and 
established in Athens at 17 Panepisttmiou Street, has been appointed os 
Liquidator by Decision No. 5749/9.8.93 of the Athens Court of Appeal and 
intends 10 sell, by the procedure of article 14 of Law 2000/1991 , the total 
assets of the COMMUNAL COOPERATIVE SOCTETE ANONYME FOR 
THE EXPLOITATION OF LIGNITE DEPOSITS IN THE AREA OF 
KYMI (KOI-S.E.Li.K. SA-J. established in Kym i. Euboea, and of which 
ETBA SA. is a 2lKi shareholder. 64.771% is owned by the Municipality of 
Kymi and by 19 Cotnmunilics in the area and the remaining 15.229*% is 
owned by tbc Cooperative of Company Workers. 

KOLS.E.Li.K. S.A. was established in 1985 (Govt. Gazette No. 
3232/30/9/ 1985) with head office in the Municipality of Kymi with the 
object of exploiting the lignite-bearing Harocopos area of Kymi. In this area, 
the company owns land about 2S.780 sq. metres in area. On this land there 
are buildings 350 sq. metres in atea used for various auxiliary purposes. The 
company also owns the necessary mechandal equipment During the years 
of its operation, KOI-S.E.LI.K. was a supplier of the Public Power 
Corporation and LARCO. 


FINANCIAL DATA fin 000 Dn.) 


Total assets 
Total sales 


1990 

467.LV 

136J25 


1991 

493.604 


i: 


173 


1992 

420,571 

300.808 


Note: The above data were taken from published balance sheets. 

DENATIONALISATION PROCEDURE 

L Within twenty (20) calendar days from publication of the present 
invitation, interested buyers should submit a nan-binding written 
expression of interest. 

11. Prospective buyers, having undertaken in writing to maintain 
confidentiality, may receive the offering memorandum and be given 
access to other information regarding the company for sale, 
m. The announcement of a public auction for the highest bid will be 
published within the prescribed time limits and in the same 
newspapers. 

IV. For any additional information please call the following telephone 
numbers: +30-1-92.94.395. +30-1-92.94.396 and +30-1-32.43.111 to 
32.43.115. 

GREEK EXPORTS SA 


Keidanren chief to head structural reform panel 


By Gordon Cramb in Tokyo 

MR MOR1HIRO Hosokawa, Japan’s 
new prime minister, yesterday 
appointed Mr Gaishi Hiraiwa. chair- 
man of the Keidanren, the country’s 
leading business grouping, to head a 
panel which will seek ways to restruc- 
ture the economy. 

An emergency meeting of economic 
ministers last Thursday decided to set 
up the advisory committee, which is 
to report by the end of the year. It is 


charged with identifying structural 
reforms to deal with the yen’s recent 
surge, which is hurting exporters. 

The appointment of Mr Hiraiwa 
helps cement relations between the 
seven-party ruling coalition and the 
influential Keidanren, which was a 
traditional ally of the Liberal Demo- 
cratic party, ousted this month follow- 
ing a general election. 

The Keidanren has long sought 
.moves to deregulate the economy, 
which Mr Hosokawa said last week 


would be a main thrust of an autumn 
policy Initiative. 

Official data indicate that the 
domestic economy remains depressed. 
Figures for July department store 
sales yesterday showed a 6.2 per cent 
fall from the same month of 1992, 
their 17th successive monthly decline. 

Banks cut their prime rates by 02 
points to 4.8 per cent in response to a 
recent easing of money market rates, 
but Mr Hosokawa told MPs a further 
cut in the official discount rate from 


the current Z5 pear cent was difficult.. 

He was responding to questioning 
by Mr Yohd Kobo, new LDP leader. 
Mr Kona also extracted a pledge from 
Mr Hosokawa that the premier’s 
recent acknowledgement of Japan's 
wartime aggression did not imply that 
Asian countries were entitled to com- 
pensation. The opposition leader also 
attacked his vagueness on political 
reform, the government's main aim. 
The coalition has not yet been able to 
settle on which electoral mechanism 


should replace the current scandal- 
tainted system. 

Difficulties within the coalition 
were underlined yesterday when it 
emerged it also could not agree on a 
gubernatorial candidate for Ibaraki 
prefecture north-east of Tokyo. Mr 
Hosokawa’s Japan New party and the 
allied Japan Renewal party wfll side 
with the LDP against a candidate 
backed by the Social Democratic 
party, the largest and most left-wing 
member of the coalition. 


Japan’s industry feels the pain of a strong yen 

‘The most difficult problem is people.’ Gordon Cramb and Michiyo Nakamoto report 


S OME 175 skilled Japanese 
workers will from next 
month make an unfamil- 
iar journey. Toyota Motor, 
Japan's industrial flagship, is 
for the first time seconding 
employees to an affiliate 
because it has no work for 
them at its own plants. 

Toyota, usually the country’s 
top income earner. Is suffering 
the twin impact of dull domes- 
tic demand and a currency 
crunch on export mar- 
gins - the group warned yes- 
terday (it faced an operating 
loss if the yen stays strong. 
The 175 have not lost their 
jobs, as might happen at Toyo- 
ta's western rivals, but the 
security of working for Japan's 
most admired automotive 
group has been rattled. 

Japan has seen a number of 
previous assumptions upset 
this s umm er. The latest rise in 
the yen has left the currency 


up by nearly a sixth against 
the dollar since January, 
throwing exporters’ earnings 
forecasts out of kilter. A 
domestic economic upturn 
glimpsed in the spring has 
failed to materialise. 

Company executives' deci- 
sions are further clouded by 
official policy uncertainties. 
The new government averred 
when it took office two and a 
half weeks ago that it would 
maintain the basic economic 
stance of promoting non-lnfla- 
tionary growth pursued by its 
Liberal Democratic party pre- 
decessor. But ministers in the 
seven-party coalition are in 
apparently Increasing discord 
on how to proceed. 

An autumn public spending 
package remains uncertain, 
the cabinet is divided over 
whether any income tax cuts 
should be offset by a VAT 
increase or by government bor- 


rowing, and some analysts are 
playing down previous expecta- 
tions that the official discount 
rate will be cut next month 
from its already historic low of 
2.5 per cent 

Business leaders are urging 
the government to act. Mr 
Kosaku Inaba, new chairman 
of the 1.5m -member Japan 
Chamber of Commerce and 
Industry, said on Tuesday 
income taxes and the discount 
rate should both be cut, even if 
this meant creating a deficit 
which had to be funded 
through a government bond 
issue. 

T he Bank of Japan, the 
country’s central bank, 
in its monthly economic 
review maintained this week 
that the economic slowdown 
appeared to be coming to an 
end but acknowledged that 
dear indications of recovery 


remained absent. Fixed invest- 
ment by manufacturers contin- 
ued to decline, it noted. 

The automotive sector, 
export-reliant and with sales at 
home also down some 10 per 
cent this year, is having to 
revise earlier, already modest, 
expenditure plans. Nissan, the 
second-largest automotive 
group, is cutting capital spend- 
ing by another Y20bn (£l29m) 
this year on top tf an original 
Y30bn reduction. Mazda said 
this week it was seeking fur- 
ther economies than envisaged 
in an adjustment plan unveiled 
only in June. Mr Tatsuro Toy- 
oda, president tf Toyota, said 
yesterday there was a limit to 
the measures one company 
could implement in a short 
time. 

Such new investment com- 
mitments as are being made in 
Japan are mostly for high val- 
ue-added products: NEC, the 


electronics group, is spending 
Y30bn to make liquid crystal 
display colour screens in west- 
ern Japan, the market for 
which is growing by 40 per 
cent a year.. 

M anufacturers in sec- 
tors -such as con- 
sumer electronics 
say that when they are shifting 
output tf more standard lines- 
abroad, the question remains 
of what to do with the workers 
left at home. In a culture 
which inhibits redundancies 
“the most difficult problem is 
people." says Mr Yasuald Tak- 
ano. president of Sanyo Elec- 
tric. • - - 

Many company executives 
say they have already done 
what they can to counter the 
advert effects of the high yen, 
and suggest that It is now the- 
government’s turn. 

“We would like to see the 


Japanese government step up 
efforts for a stimulus to the 
economy. We are disappointed 
may have been so Mow" says 

Mr iiP k W li Kondo - head of 
political and economic 

research at Itodm, a leading 
trading house. 

. Ishitsubo, presi- 

dent tf Clarion, the car audio 
manufacturer, adds: "Last 
aatun m we took great pains to 
draw up a restructuring plan 
and we did everything we 
need«l to do in the latest half- 
year. 

The workers that Toyota is 
tiansferring will now MpW 
duce a popular line of recS 
ational vehicles for Toyota’s 

with no sight yet of a govern^ 
JMrtpopannne to jtminstart 
the economy they, IDaHheSS 
tf Japanese Industry, are left 

what hap^ drS 
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NEWS: WORLD TRADE 









By Deborah Hargreaves 
and Roger Matthews 

SAUDI ARABIA’S cancellation 
or aa SSOOm <£534m> project to 
muld a plant at Yanbu on the 
“d Sea coast, for the produc- 
tion of petrol additives, has set 
off a review of the kingdom’s 
entire strategy in petrochemi- 
cals. 

This could lead to more 
ra van-era ent by Saudi Arameo, 
the state oil company, in the 
sector, hut is also likely to 
delay private sector interest in 
P etro cheimcals projects for the 
duration of the review. 


review petrochemicals after plant rift 


The planned joint venture at 
Yanbh was to build a plant for 
producing methyl tertiary 
butyl ether - an .environmen- 
tally friendly alternative to 
lead in petrol. 

The venture, known as Ara- 
bian American Chemical Com- 
pany, was jointly owned by 
Mobil, the US oil company, 
and Arabian Chemical Invest- 
ments Corporation - a private 
Sandi company fwaHnA by Mr 
Lnay Nasser, son of the Saudi 
oil minister. 

When the project was can- 
celled on August 9, a Saudi 
official said ibis was because 


of the need to formulate a 
clear policy for investment by 
the state and private sector in 
the petrochemical industries. 

Mobil expressed its disap- 
pointment at the cancellation. 
The company bad been work- 
in? on plans for the plant, 
which would have had an 
800,000-tonne annual output, 
for several years. 

The episode marks a rare 
public rift between a foreign 
oil company and the Saudi 
authorities. 

Mobil had made many com- 
mitments to the project; the 
company had begun to line up 


markets for the products and 
to charter tankers for ship- 
ment 

The questions over the proj- 
ect were seen in the Industry 
as having arisen from a possi- 
ble conflict of Interest concern- 
ing the Sandi oil minister's 
son being at the head of the 
private company working with 
MobU. 

However. Saudi officials say 
tbe cancellation comes from 
the need for a fundamental 
review of tbe kingdom's down- 
stream activities in oil. 

This follows the merger of 
Saxnarec, the kingdom's refin- 


ing and marketing arm. with 
Saudi Arameo. the state-owned 
oil company, this year. 

Saudi Arabia's petrochemi- 
cals industry is run by Saudi 
Basic Industries Corporation. 
Sabic. which is mostly state- 
owned but has some private 
shareholdings. 

King Fahd. the Saudi ruler, 
is understood to be looking at 
rationalising the downstream 
oil and chemicals industries 
with a view to making them 
more efficient and to cut costs. 
Low oil prices over recent 
years have left the kingdom 
strapped for cash. 


"They are not flash with 
cash the way they used to be 
and all projects will have to be 
reviewed carefully." said one 
industry analyst. 

Saudi Arameo - the king- 
dom's main oil producer - pro- 
vides tbe crude oil feedstock 
for running refineries and 
chemicals plants, often at a 
fairly large discount 
Many in the industry have 
argued for a bigger role for the 
company in decisions about 
downstream investment, 
although it has no experience 
of petrochemicals. 

As part of its review, the 


government could decide to 
stipulate that either Arameo 
or Sable be a partner in any 
joint venture project. 

At the very least it is likely 
to require some increased 
inpnt from Arameo on future 
projects - this could involve 
setting up a panel for approv- 
ing new ventures. 

Arameo has already set up a 
new business unit to deal with 
refiner}' operations after the 
merger with Samarec in June. 
It could be expanding its 
operations to cover petrochem- 
icals in coming months. 


Balladur will seek Kohl help for way out on Gatt 

Jtt t" D DTVtTTinn Tk_., A- W 


M r EDOUARD Balla- 
dur, the French 
prime minister, is an 
amenable sort of man who pre- 
fers conciliation to confronta- 
tion. but there is one issue on 
the agenda at his meeting in 
Bonn today with Mr Helmut 
Kohl, the German chancellor, 
which is in danger of being 
confrontational. 

Prance, like all the other par- 
ticipants, is anxious to con- 
clude the Uruguay Round of 
trade liberalisation talks under 
the General Agreement on Tar- 
iffs and Trade before the 
December 15 deadline. But Mr 
Balladur is under pressure 
from France’s militant farmers 
to reject the proposals in the 
hope of negotiating a more 
favourable agreement 
If he did so, Mr Balladur 
would risk condemning France 
to international isolation. He 
has to persuade his allies to 
give him some sort of compro- 
mise so that he can placate the 


France’s prime minister is under pressure from his farmers and allies alike 
over proposals for liberalisation in agricultural trade, writes Alice Rawsthorn 


gross domestic product In the- 
ory Mr Balladur ought to be 
able to placate tbe French by 
arguing that any threat to 
farming in the Gatt reforms 
will be easily out-weighed by 
the benefits to services, such 
as telecommunications and 
banking, which are a far larger 
part of the economy. 

France has already started to 
try to shift the emphasis of the 
Gatt debate by airing its griev- 
ances on services issues. It has 
lobbied for the US to accept 
further liberalisation in tele- 
communications and for the 
introduction of unilateral mea- 
sures against unfair trade prac- 
tices along the lines of "Sec- 
tion 301” in US trade 
legislation. 

But the farmers are unlikely 



Balladur does not want to be the object of French farmers' talent 
for demonstrations, such as this one in June at EuroDisneyland 


farmers and sign the Gatt deal. 
The talks today with Mr Kohl 
will, or so he hopes, be the first 
step towards such a solution. 

The French farmers are 
opposed to cuts in the EC 
export subsidy system which, 
they claim, has helped Fiance 
to become tbe EC’s largest 
agricultural exporter with 
almost a quarter of total EC 
production. 

Thev are a powerful political 
lobby* in France, particularly 
nil the right. Mr Balladur's side 
of the spectrum. They have 
already secured the support of 
the more outspoken members 
of the Balladur government, 
notably Mr Philippe S£guin, 
leader of the National Assem- 
bly- _ 

However the importance or 
agriculture to the French econ- 
omy is fast diminishing. It now 
accounts for just 2.4 per cent of 


to let Mr Balladur off the hook 
One of their most effective 
weapons is a talent for dra- 
matic demonstrations, such as 
their tractor blockade of the 
EuroDisneyland theme park. 
The last thing Mr Balladur 
needs is a fresh onslaught from 
the farmers at a time when his 
government is already under 
fire for the sluggish state of 
the economy and its failure to 
halt the rise in unemployment. 

For France's allies, the con- 
clusion of the Uruguay Round 
is or critical importance. A 
Gatt deal promises not only to 
end years or uncertainty on the 
world trade scene but to yield 
significant benefits for all the 
signatories, including France. 

The other signatories, not 
ipast the Germans, have made 
clear that they will be furious 
if France blocks the deal. Mr 
Klaus Kink el. the German for- 


Italian company wins contract 

Esso Singapore to 
upgrade refining 

By Kieran Cooke in Kuala Lumpur 

F«f» SINGAPORE part of Exxon Corporation, has announced 
S (£157m) to upgrado its o.l rotamg 

based in Milan, has been .wanted the 
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eign minister, recently 
attacked France for its “protec- 
tionist" approach. However, 
after a meeting in Dresden on 
Tuesday with Mr Alain Jupp6, 
his French counterpart he said 
he was sure the “few. small 
problems” could be resolved. 

The French hope that the 
forum for resolving those prob- 
lems will be the special meet- 
ing of EC foreign and farm 
ministers due to be held in 
Brussels on September 20. 


France called tbe meeting last 
month in tbe hope that it can 
persuade its EC partners to re- 
open the Blair House accord on 
agriculture struck last year 
between tbe EC and the US. 

Mr Balladur plans today to 
table his proposals for a com- 
promise deal on agriculture to 
Mr Kohl, in the hope of win- 
ning Germany's support before 
the Brussels meeting. French 
officials are not talking about 
the details although it is 


known that France is particu- 
larly concerned about the 
impact of the Blair House 
accord on tbe EC share of 
world cereal exports and on 
imports of meat and cereal into 
the EC. 

Most observers are cau- 
tiously confident that, some- 
how Mr Balladur will avoid 
vetoing the deal. “There's no 
way that France wants to risk 
isolation." said one. “In any 
case the French have always 


been great last-minute mer- 
chants. They sit and sit until 
they have pushed the other 
side as far as it will go - then 
they back down." 

• Quentin Peel adds from 
Bonn: There is sympathy in 
Bonn towards Mr Balladur's 
difficulties with the farm trade 
chapter in the Gatt negotia- 
tions, but few concrete sugges- 
tions on how he might be 
helped. 

“We would certainly try to 


help the French save face," one 
senior official said yesterday. 
“But we really do not see how 
we can re-open the whole nego- 
tiations with the US.” 

Although Mr Kohl has 
always been the EC leader 
most prepared to help France 
defend its agricultural inter- 
ests - not least because of his 
own strong farming lobby - his 
patience has clearly worn thin. 

One reason is that the Blau- 
House agreement was partly 
drafted by his own agricultural 
adviser, Mr Franz- Josef Feiter. 
precisely in order to help the 
French. Yet even that gesture 
was not enough for Paris. 

See Editorial Comment 


Taiwan 
link for 
Hicks, 
Muse 


By Daniel Green 
in Taipei 

HICKS, MUSE, a Dallas-based 
private investment company, 
yesterday became the latest 
foreign concern to sign a stra- 
tegic alliance with Taiwan's 
ministry of economic affairs. 

Other companies which have 
done so include: AT&T, the US 
telecommunications giant; 
Motorola, tbe communications 
and electronics company; Gen- 
eral Motors, the vehicle maker; 
and GE, which makes aeroen- 
gines. 

These alliances are intended 
to bring together foreign com- 
panies seeking to cut costs and 
Taiwanese manufacturers 
eager to acquire new skills. 

At least five more compa- 
nies, both US and European, 
are preparing to sign similar 
deals with the ministry, 
according to Mr Paul Hsu, a 
lawyer involved in the alli- 
ances. 

Taiwanese companies “are 
good at making components 
but bad at integrating them 
[into products]", he said. How- 
ever. Taiwan offers high pro- 
ductivity and rapidly growing 
local markets- 


Leaders in Emerging Markets 
Banking and Trade Finance. 



Internationale 

Nederlanden 

Bank 


The shape of ING Bank’s international network is 
distinctive. 

From Dutch roots, we have developed a truly 
international network, with over 60 offices in more 
than 30 countries. Our growing presence in the world’s 
fastest-developing regions - Central and Eastern 
Europe, Latin America and Asia - reflects our strength 
as a world leader in Emerging Markets Banking and 
Trade Finance. 

We are also showing significant growth in 
International Corporate Banking and International 
Private Banking. 

As part of ING Group, one of Europe's major 
financial institutions, we are continuing to build upon 
these strengths for the future. 
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Tories told tax increases needed to offset state debt 


Britain in brief 


By Kevin Brawn, 
Political Correspondent 


RIGHTWING members of 
Britain's ruling Conservative 
party yesterday came under 
growing pressure to admit that 
tax increases could be needed 
to offset the country's £50bn 
borrowing requirement. 

Mr John Biffen. a former 
chief secretary to the Treasury, 
urged Tory AfPs to abandon 
moves aimed at forcing the 

Demand 
for new 
cars rises 
by 12% 

By Kevin Done, 

Motor industry Correspondent 

REGISTRATIONS of new cars 
in the UK in the first 20 days of 
this month jumped by 12.1 per 
cent to 325.792 compared with 
290,551 in the corresponding 
period last year. 

August, the month in which 
a new year-letter is added to 
UK registration plates, is one 
of the most hectic periods for 
car sales. The year-letter 
change was shifted from Janu- 
ary to August more than 15 
years ago to stimulate slack 1 
summer sales. August sales are 
now a test of the state of 
demand for new cars and have 
accounted for 23 per cent of 
total annual sales of new cars 
in each of the past two years. 

The 20-day figures released 
to carmakers yesterday con- 
firm that the recovery in sales 
shown, in the first 10 days of 
the month has been sustained. 
They have led some manufac- 
turers to revise upwards their 
forecasts for the full month. 

Ford, the leader of the UK 
new-car market, said yesterday 
that it had raised its forecast 
for the whole of August from 
between 400.000 and 405,000 to 
415,000. indicating a jump of 
about 11 per cent from sales of 
374.000 in August last year. 

The UK is virtually the only 
car market in west Europe, 
where sales are currently 
growing, albeit from a very 
depressed level after three 
years of recession. 


government to rule out higher 
direct and indirect taxes, 
which he said were necessary 
to offset the Increasing state 
debt. 

He advised ministers to 
ease the pain of tax 
increases by raising the higher 
rate of income tax as well as 
indirect taxes, which bear 
more heavily on middle and 
lower incomes. 

Mr Biffeu's comments will 
encourage Mr Michael Portillo, 
the present chief secretary to 


the Treasury, who has warned 
in recent interviews that pub- 
lic spending restraint may not 
be sufficient to reduce the defi- 
cit 

Mr Portillo will also be heart- 
ened by the re-emergence yes- 
terday of deep divisions on eco- 
nomic policy In tbe opposition 
Labour party. 

The opposition's hopes of 
forging a united front on eco- 
nomic policy were shattered 
yesterday by an attack on Mr 
Gordon Brown, the party's 


chief finance spokesman, by 
Mr David Blunkett. Labour 
health spokesman. Mr Blun- 
kett, a leading supporter of 
“radical' 1 socialist policies, 
accused Mr Brown of allowing 
Labour's economic policy to be 
shaped by a decade of Conser- 
vative government 

The attack was prompted by 
the launch last week by Mr 
Brown of Labour's revised eco- 
nomic policy. 

In it Mr Brown abandoned 
the party's “tax and spend" 


manifesto commitments from 
the 1992 general election and 
promised to cut taxes if possi- 
ble. 

Mr Biffen. meanwhile, 
suggested that the taxation 
issue could develop into a test 
of support for Mr John Major, 
the prime minis ter, as well as 
Mr Kenneth Clarke, the chan- 
cellor, and Mr Michael Portillo. 

Interviewed on BBC Radio, 
Mr Biffen warned that the 
Treasury faced a bruising polit- 
ical battle with other rightwin- 


gers, who would be “deeply 
offended at the prospect of an 
increase in junw* tax”. 

He said the government 
would need “quality" leader- 
ship to survive. Asked whether 
such leadership existed, he 
said: “That is what the next 18 
months wQl reveal". 

Rightwing Tories, however, 
kept up pressure on Treasury 
ministers to consider deeper 
cuts in public spending- Mrs 
Teresa Gorman urged the gov- 
ernment to “stick to priorities” 


and spending. ‘Tf Michael 
Portillo goes on with these pol- 
icies he will be writing a sui- 
cide note for the Conservative 
party" she said. “The people 
will not forgive us for &W 
hack on our promise at the 
election that we would not 

raise taxes." . 

Labour, which, has remained 
aloof from the Conservative 
debate, accused. Mr Portillo oF a 
short-term manoeuvre 
Intended to pay for tax cuts 
before the next election. 



Inmates 6 lie abed’ 
in comfort of 
first private jail 


.'V 
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Mick Stevens (left) of the Union of Democratic Mineworkers confronting energy minister Tim Eggar at Bilsthorpe pit in the 
Midlands yesterday about last week's accident in which three miners died. Mr Eggar said the accident had been a “ghastly 
tragedy" and that ‘any lessons on safety learned from it would be applied to every colliery In Britain 

Poll finds caution on Major’s charter 


By David Owen 

THE CITIZEN'S CHARTER 
appears to be doing little to 
raise the standard of services 
more than two years after it 
was launched by prime minis- 
ter Mr John Major. Its aim was 
to improve standards and com- 
pensate the public for lapses. 

The results of an indepen- 
dent survey into what people 
think about the charter shows 
that the performance of two 
thirds of leading public ser- 
vices - both in the public and 
private sector - is considered 
to have deteriorated over the 
past year. The survey of more 
than 3.000 adults was con- 
ducted by ICM research in the 


spring. Seventy per cent had 
heard of the charter, suggest- 
ing that the intensive promot- 
ional campaign which has 
accompanied Mr Major's Big 
Idea has been successful. 

There was also support for a 
range of charter-related poli- 
cies. with large majorities in 
favour of the publication of 
league tables by public ser- 
vices and tbe Unking of public- 
sector pay to performance. 

Since its launch in July 1991. 
the government's charter unit 
has spent £3.74m. with yester- 
day's research costing £75.000. 

Only eight of the 31 services 
included in the survey were 
thought to be doing a better 
job than a year before, with 


some of the strongest perform- 
ers - notably supermarkets - 
not covered by the charter. 
Family doctors and their prac- 
tices are thought to be per- 
forming markedly better than 
last year. Local rubbish collec- 
tion has also improved signifi- 
cantly in what may be claimed 
as a sign that the poUcy of 
allowing the private sector to 
compete for this business is 
paying dividends. 

There are contrasting mes- 
sages for financial institutions, 
with the building societies 
(savings and loans institutions) 
thought to be doing a better 
job than a year ago, while the 
banks were perceived to be 
doing much worse. 


Alongside banks at the foot 
of the table were local roads 
and British Rail, the national 
rail network, while the perfor- 
mance of the law courts was 
also thought to have deterio- 
rated markedly. With motor- 
ways, buses and London 
Underground also registering 
negative ratings, people 
appeared doubtful about 
whether the government’s 
drive to improve Britain's 
transport network is working. 

National Health Service hos- 
pitals comprise the service peo- 
ple most want to see improved, 
although more than three 
quarters of users think they 
are doing a very or fairly good 
job. 


By Rachel Johnson 

INMATES at Britain’s first 
privatised prison, run by the 
Group 4 security company, pot- 
ter about for most of the day. 
play ping-pong and take large 
quantities of hard drugs, the 
chief inspector of prisons 
reported today. 

Judge Stephen Tumim 
praised the staff of Wolds 
Remand Prison in northern 
England - the only prison 
operating exclusively as a 
remand centre for adult males 

in ^England and Wales — for 3 
high-calibre service to prison- 
ers that costs the taxpayer £5m 
a year. 

But the judge attacked the 
"lethargy" among the prison's 
320 inmates. He blamed it on 
the fact that the 171 prison 
staff - who address the 
inmates as Mr - could “not 
makg the unconvicted work”. 

Judge Tumlm’s criticism fol- 
low the controversy over the 
recent leaked memo which 
suggested that Mr Michael 
Howard, home secretary, 
thought prisms were not “aus- 
tere" enough. # 

The report contrasts the leth- 
argy of life in the Wolds with 
the “excellence" of its facili- 
ties. Cells - to which inmates 
had keys - were light and spa- 
cious; meals were wholesome 
and ample; and visits were 
allowed 365 days a year. 

“At the Wolds inmates lie 
abed more or less as long as 
they wish." Judge Tumim 


observed. "There is Utile work 
and much pottering about" 

The only way to prevent the 
lethargy becoming “corrupt- 
ing" was to include sentenced 
prisoners at the Wolds, accord- 
ing to o ne of bfo 102 recommen- 
dations. Staff at mixed prisons 
were better able to encourage 
involvement in activities. 

Mr Derek Lewis, the prison 
service's director-general, said 
he would implement this 
recommendation. But he 
denied that the absence of 
systems for checking the finan- 
cial aspects of the contract 
between. Group "4 and the Home 
Office was a “serious weak 
ness”. Mr Lewis said that two 
full-time staff were at the 
Wolds to ensure taxpayers’ 
money was well spent. 

But Mr Stephen Shaw, the 
director of the Prison Reform 
Trust, agreed with Judge 
Tumim that the lack of finan- 
cial monitoring of the remand 
prison was '’alarming” given 
the government's determina- 
tion to press ahead with its 
privatisation p ro gr a mm e. 

; Mr Tony Blair, the opposi- 
tion Labour party’s home 
affairs spokesman, said the 
government should call .a haft 
to privatisation. He said the 
Tumim report was a damning 
exposA 

Mr Jim Hammer, the. man-: 
aging director of <hoop <!$ OK 
operations, said he that areas 
that required attention - such 
as the drugs problem - were 
heiz® addressed.’ . - • > 


Gene therapy trials start 
today on cystic fibrosis 


Crown Agents to go commercial 


By Clive Cookson, 

Science Editor 

THE FIRST trial in Britain of 
gene therapy for cystic fibrosis 
(CF), the country's most com- 
mon serious genetic disease, 
will start today at 
tbe Royal Brompton Hospital 
in London. 

In the four years since 
the genetic defect responsible 
for CF was discovered, scien- 
tists have devised two tech- 
niques for delivering function- 
ing copies of the gene to 
patients' lungs. Lung damage 
is the main cause of death 
from CF. 

A US group started clinical 
tests four months ago, using a 
modified virus to insert the 
gene into lung cells. But that 
trial has been suspended 
because the virus seems to 
inflame the patients' lungs. 

The UK scientists say their 
technique is “milder” than the 
viral approach and less likely 
to cause complications. It has 
been used successfully to cor- 
rect CF symptoms in labora- 
tory mice. 

The new gene is packaged in 
liposomes, tiny fat globules, 
which fuse with the cell mem- 
brane; the gene works inside 
the cells to produce the protein 
whose absence destroys the 
lungs of CF patients. 

The trial has been approved 
by the government’s gene ther- 
apy committee, chaired by Sir 
Cecil Clothier, and the hospi- 


THE FEW remaining UK 
hospitals at which budgets are 
still controlled by local health 
authorities have been invited 
to become self-governing 
trusts. 

Mrs Virginia Bottomley, the 
health secretary, said yester- 
day she expected the next 
wave of applications to "finish 
the job" of reforming the 
state-run National Health Ser- 
vice. 

Mrs Bottomley said 145 hos- 
pitals and other health units, 
such as ambulance services, 
had applied to become trusts 
in the fourth wave of applica- 
tions. 

As a result of tbe first two 
waves, nearly 3Q0 units are in 
the hands of self-governing 
trusts, accounting for two 
thirds of the NHS budget. A 

tal's own ethics committee. 

Dr Duncan Geddes. clinical 
director of respiratory medi- 
cine. said: “This raises abso- 
lutely no ethical issues. We're 
using a gene to treat a disease 
and not to modify future gener- 
ations." 

The scientists expect to have 
preliminary results from the 
trial within four months. tf 
these are encouraging, more 
patients will join in next year, 
but gene therapy is unlikely to 
become a standard treatment 
lor the 7,000 young people with 
CF in Britain for at least five 
years. The therapy used in the 


further 139 - the third wave - 
are due to become trusts in 
April. 

Mrs Bottomley said there 
was a 7 per cent increase in 
activity in trust hospitals last 
year, compared with a 4 per 
cent increase in directly man- 
aged units. 

The opposition Labour party 
reiterated its pledge to “stop 
the commercialisation of the 
health service, and the 
self-governing nature of the 
trust hospitals and community 
facilities”. 

Only 44 units have so far 
not 1 opted out or applied for 
trust status. Dr Brian Mawhln- 
ney, a junior health minister, 
yesterday wrote to the manag- 
ers of tbe 44 inviting them to 
apply for trust status by Sep- 
tember^. 

Brompton trial was developed 
by a group led by Professor 
Bob Williamson at St Mary's 
Hospital Medical School 
in London with Dr David Por- 
teous and colleagues at the 
Medical Research Council 
Human Genetics Unit in Edin- 
burgh. 

Nine young men are taking 
pan in tbe first phase of the 
Brompton trial. 

One of them. 23-year-old Mr 
Darren Keen from Hemel 
Hempstead, said yesterday: 
"I'm very’ pleased to be able to 
help. I'm sure there are no 
risks involved." 


T HE TRANSFER from 
the public sector of the 
Crown Agents, an 
organisation which provides 
financial, professional and pro- 
curement services across the 
developing world, will for the 
first time give exporters and 
foreign aid agencies a direct 
role in its leadership. 

The new shape of the organi- 
sation has become clear now 
that the British government 
has retreated after eight 
months of deliberation from its 
early preference for outright 
privatisation. It has chosen 
instead to make the Crown 
Agents an independent founda- 
tion limited by guarantee. 

An official at the Overseas 
Development Administration, 
the government office which 
now has responsibility for the 
Crown Agents, said the body 
would be "entirely commercial 
in its approach, and will be 
expected to make a return”. 
Profits, however, would be 
ploughed back into the agency. 
It will answer to a board of 
directors who will be selected 
from a cross-section of its users 
- including overseas aid agen- 
cies and exporters. 

“By not exposing it to the 
pressures of shareholder inter- 
ests. it will be able to act more 
easily in its own interests, and 
in the interests of its clients in 
the developing world." the 
administration added. Privati- 
sation will create a structure 
similar to that of the health 
insurance groups PPP and 
Bupa, the motoring organisa- 
tions the AA and the RAC, and 
the British Standards Institute. 


Overseas aid agencies - in 
particular Japan's national aid 
agency, which has in the 
recent past used the Crown 
Agents extensively to handle 
its procurement - lobbied the 
British government against 
outright privatisation, arguing 
that this would imperil the 
“honest broker" status of tbe 
Crown Agents. 

For Mr Peter Berry, manag- 
ing director of the Crown 
Agents, escape from bureau- 
cratic government procedures 
will come as a relief. “When 
you need ministerial consent 
to do anything materially dif- 
ferent from the act that gov- 
erns us, then there is ‘a stop in 
the mind' against doing it," he 
said. “It will be very different 
going back to a board. There 
will be no disincentive to be 
proactive. Accountability will 
be closer to home.” 

re wifi also be easier to dem- 
onstrate to doubters that It is 
independent of government 
pressure to “buy British". 

Tbe agency, founded in the 
1830s, now works in 130 coun- 
tries. Last year it generated 
only 27 per cent of its £37m 
income from the UK. 

Zts leading clients are the 
World Bank, the European 
Community, the United 
Nations and Japan's national 
aid agency. It is at the heart of 
organising aid convoys to 
besieged towns across Bosnia. 

ft is training staff in seven 
Russian procurement agencies 
across the agriculture, energy, 
health and transport sectors as 
part of a ttQOm World Bank 
initiative. It is co-ordinating a 


David Dodwell 
predicts more 
leadership 
influence for 
overseas users 
of the agency 

two year EC-funded pro- 
gramme to train 4,000 bankas 
at the new International 
Finance and Banking School in 
Moscow. 

As well as aid convoys in 
Bosnia, its emergency logistics 
management teams have sup- 
plied medical supplies to 
Albania, procured and distrib- 
uted emergency pharmaceuti- 
cals to Romania, and delivered 
baby foods to needy cities 
across European Russia and 
western Siberia. 

This increasingly multina- 
tional spread of activities 
played a large part in the deci- 
sion to hive the agents off to 
the private sector. 

But the pressure against pri- 
vatisation was not unanimous. 
Mr Rajhavan Srinivasan, head - 
of the World Bank's procure- 
ment division, in Washington, ' 
said some of the bank’s staff 
would like to see both the 
Crown Agents and Germany’s 
GDZ, Its main “competitor," 
transferred to tbe private sec- 
tor so that independence would 
be transparent and competition 
boosted. 

“I don't have strong fopllngn 


over their being privatised," 
he said: *T have been dealing 
with them for -20 years; and f 
know they -are highly pro&s- 
sionai, and their integrity is 
beyond question." He hopes 
independence from govern-..; 
ment will lead to “a less 
bureaucratic and clerical way* 
o£ operating. 

the agency has seen -dra- 
matic development of Its rote 
in the recent past particularly 
in eastern Europe and the for- 
mer Soviet Union, ft is, for 
example, training staff In 
seven Russian procurement 
agencies across the agricul- 
ture, energy, h ealt h and trans- 
. port sectors as part of a S600m 
World Bank initiative. 

- - As an i2Ktependeriir:fonnda- 

- tian, the Crown Agents will no 
longer be limited to serving aid 
agencies and other public bod- 
ies, as Its present constitution, 
dictates. 

“Newly established private 
corporations in the developing 
world, which used to be our 
clients when they were 
■ government-owned, are coming 


continue to supply them," said 
Mr Berry. “Unto: our present 
constitution , we have to say 
no." 

What will b e most important 
for the restructured agency is 
its reputation for impartiality 
in advising on the cheapest 
and most efficient way of sup- 
plying projects. As Mr Berry 
said: “If we couldn't hold our 
heads up and prove our inde- 
pendence, we would not be the 

teige procuranent agency we 

are today." 
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BNF cleared 
to begin tests 
at waste plant 

British Nuclear Fuels has been 
told by the government’s Pol- 
lution Inspectorate th at It ca n 
i begin to test Its controversial 
Thorp nuclear reprocessing 
plant with uranium. 

Greenpeace, the pressure 
group, said it would now ask 
tbe courts for leave to apply 
for a judicial review on the 
grounds that testing prejudged 
a decision about whether to 
give the go-ahead to the plant 
in north-west England. 

BNF has been waiting since 
the start of the year for a 
licence to start operations at 
the £2J8bn plant, which has 
taken nearly 10 years to build, 
ft has argued that, by testing 
the plant now. it could save 
several months' preparation if 
Thorp is eventually given 

authorisation. 

Fixed-rate loans 
gain popularity 

The proportion of borrowers 
taking on fixed rate home 
loans in the first quarter of tbe 
year Increased sharply as a 
result of problems faced in 1932 
by houseowners with variable- 
rate mortgages. 

The Council of Mortgage 
Lenders said 46. per cent of firs: 
mortgages and' 48 per cent of 
re-mortgages taken out in the 
first quarter were fixed com- 
pared with. 27 pet cent and 35 
per *ent respectively in the 
first quarter of W92. 

Fewer orders 
for contractors 

• Orders .received by contractors 
for construction work in the 
second quarter of 1993 were ll 
percent lower than fa the first 
qnerteraf I993jmt 11 percent 
higher -than in the second 
quarter of 1992, the Depart- 
ment of the Environment said. 

Move to ease 
traffic jams 

Hang to relieve severe conges- 
tion around Heathrow airport 
and the south-west section of 
the 3425 London orbital motor- 
way have been published m a 
consultation paper by the 
Department of Transport 
: Scott Wilson Kirkpatrick, the 
engineering consultants, We 
recommended a road and rail 
project -that could cost up to 
S83Ckn and eventually lead to 
fester Underground and rail 
links to Heathrow from Lon- 
don's Waterloo station. 

Expansion 
for brewer 

Scottish and Newcastle, the 
regional brewer, announced a 
£39m expansion of its plant m- 
Tyneside, north-east England.- 
The plan for a five-acre site 
alongside SAN’s existing New- 
castle upon Tyne brewery will 
njean mote advanced brewing: 
plants and warehousing. 

Soccer strip 
prices attacked 

The Consumers' Association 
has criticised Britain's soccer 
clubs for charging high prices 
for new playing strips sold to .j 
youngsters and adult support- 
ers. Check it Out! - the non- 
sinners’ Association magazine 
for younger readers - says all . 
but three English Premier 
fjeague teams charge more 
toan £40 for a junior strip, an 
exercise which it branded a- 
conunercial money-spin nor for. 
the most popular clubs. 
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I t sounds like a marketing 

JfeTnllS i ? reparatio ns for one 
Yet he still does not know emrtfc 

-TWSSgSnfti-s liffi 

FYench chemicals company toe 
French government hopes to sen 
this autumn in toe rust pSse oflS 

KfJ 0 " drive. UnKSJ 

for de Marco, Rhone- Poulenc’s 
director of communications, the 
economy ministry will wait until 

5f ^ ““““ft to announce the 
size and dale of the sale. 

“With an ordinary marketing 
campaign you are able to choose 

nLSSfi*** fiae to make sure 

But we have no control over the 
tuning of our issue, or over whether 
the government will sell its full 43 4 
per cent stake. All we can do is 
make sure that everything is ready 
to go anytime from early Septem- 
ber. 

Rhbne-Poulenc is not alone. 
Banque Nationale de Paris (BNP), 
the other first-phase candida te, is 
also putting the finishing touches to 
its marketing campaign. Even com- 
panies earmarked for sale in the 
second phase, likely to be early next 
year, such as the Elf Aquitaine oil 
group, are now starting to plan the 
marketing of their issues. 

These companies not only need to 
ensure that they attract enough 
interest to sell ail the shares, but 
that the stock ends up in the right 


S haken by the involvement 
of some of their most 
prominent members in 
alleged kickbacks to 
politicians, in return for 
public-sector campaigns, Italy's 
leading advertising agencies have 
drawn up a new code of conduct 
to protect against future abuses. 

But some advertising executives 
fear the new rules, which will 
create a supervisory body to police 
bidding procedures for the 
contracts, could stifle, rather than 
encourage, competition. And not 
all are convinced that 
self-regulation and more open 
bidding are enough to regulate 
Italy's advertising industry. 

The aim is to create a level 
playing field," says Alberto Contri, 
chairman of the association of 
leading agencies. Contri, elected 
chairman earlier tots year, meafcs 
with some authority. Medicos 
Intercon-Feel Good, the agency 
he runs, specialises in publicity 
for the pharmaceutical and health 
sectors, where mast of the alleged 
abuses occurred. 

The new code of practice aims 
to remove any scope for corruption 


Investing in France 


Agencies are preparing campaigns 
for the first wave of a privatisation 
drive, writes Alice Rawsthom 




l^nds to create a stable base of 
shareholders. The marketing of the 
Issues will play a critical part in 
this process through mainstream 
advertising to the public and 
through specialist communications 
to institutional investors in Prance 
and other co untri es. 

The specialist programme is 
hkeiy to be the most straightfor- 
ward. Most of the privatisation can- 
didates are large, international 

“If we want to build 
a well-balanced 
shareholder base we 
have got to attract 
more individual 
investors” 

groups which have a small percent- 
age of their equity in public iggn* 
They have already invested heavily 
to build up a core of institutional 
shareholders and to ensure they are 
well known in the international 
financial community. 

“French companies have made 


tremendous progress in communi- 
cating with international inves- 
tors,” says Joe Hall, head of interna- 
tional sales at Warburg Securities 
in London. “The first catalyst was 
the mid-1980s privatisation drive, 
but things have really improved 
over the last three or four years 
when foreign institutions have 
become major investors in France.'’ 

The most expensive, and chal- 
lenging, aspect of privatisation mar- 
keting is advertising to the public. 
There Is no real tradition of private 
share ownership in France and the 
1987 stock market crash brought the 
mid-1980s vogue for equity invest- 
ment to an abrupt halt The eco- 
nomics ministry says it may con- 
sider a follow-up to this summer's 
successful Balladur bond advertis- 
ing campaign to encourage inves- 
tors to convert bonds into privatisa- 
tion shares, but it has no plans to 
promote share ownership as such. 

This means the privatisation can- 
didates must not only sell them- 
selves, but also try to popularise the 
concept of share ownership. 

Elf has already started. It has 
expanded the corporate advertising 
campaign originally planned for 
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Childhood snapshots of mythical Elf employees are part of its campaign 
Today, Pascal is head of an Elf oil platform' 


this summer. The campaign, 
devised by the Euro-RSCG agency, 
features posters of childhood snap- 
shots of mythical Elf employees. 
The company has added an extra 
picture of “Louis, an Elf share- 


holder" to highlight the forthcom- 
ing share sale. Elf is preparing to 
choose an agency to handle the 
main privatisation campaign. How- 
ever. its scale will be determined by 
how much of its 50.7 per cent stake 


Italy plays by new rules 

A code of conduct to police the bidding procedures for state advertising 
contracts has received a mixed reception, reports Haig Simonian 


by ensuring tout all future state 
advertising rampaig nc be solicited 
exclusively through public tenders. 

It 1ms already attracted attention 
in other countries where 
uncompetitive business practices, 
such as “voluntary contributions 
to a p olitician 's electoral expenses, 
are believed to take place. 

Foreign interest has been 
reinforced by the arrests of 
executives at Italian subsidiaries 
of at least two of the world’s leading 
agencies. Even more embarrassing 
for the agencies is that, the 
inquiries, which relate to alleged 
Mfkhadrg to win business in the 
health ministr y’s big anti-Aids 
campaign, involve such a sensitive 
health issue: 

The allegations emerged last 
month after Giovanni Marone, 


secretary to a former health 
minister under investigation for 
alleged political corruption, began 
to reveal to magistrates how some 
ministerial advertising contracts 
were won. 

According to Marone, whose 
testimony has been widely leaked, 
some agencies paid hundreds of 
millions of lire to Francesco De 
Lorenzo, Italy's former health 
minister. Disguised as “campaign 
contributions”, the payments were 
actually kickbacks to win lucrative 
public sector advertising contracts. 

De Lorenzo, who resigned earlier 
this year after being put under 
investigation for an alleged 
jobs-for-votes scam in his native 
Naples, is now being investigated 
for a much wider range of 
allegations of political corruption. 


including kickbacks Grom some 
of Italy's leading drugs companies. 

Marone's revelations led to a 
string of arrests in the advertising 
industry. 

Those involved included the 
former and current managing 
directors of the Italian subsidiary 
of Young and Rubicam; Claudio 
Maria Masi de Vargas Macriucca. 
toe managing director of Publicis 
FOB MAC Italy, the Italian joint 
venture of Foote. Cone & Beldlng 
and Publicis of France; two 
directors of Armando Testa, a 
Milan -based agency, and an 
employee of DAPS, a local media 
buyer. 

Enforcement of the new code 
of practice is to be supervised by 
a special committee, comprising 
judges and senior advertising and 


public relations executives. 

Agencies will be required to inform 
their trade association what tenders 
they intend to bid for. and the 
supervisory committee will examine 
all tenders to ensure they are 
suitably transparent 

Should an agency suspect a 
contract is being awarded unfairly, 
it must denounce the proposed 
campaign to the supervisory body. 
The same applies in cases where 
some of the terms, such as 
abnormally short preparation 
periods to submit proposals, suggest 
the bid might be rigged. The aim. 
according to Contri. is to ensure 
contracts are won on the basis of 
"real factors, such as professional 
competence, experience and the 
nature of the services offered’’. 

But do the rules go far enough 


the government decides to sell. If 
the issue is small Elf may concen- 
trate its efforts on the institutions 
as it did for the partial privatisa- 
tion. 

BNP caused a stir in the Paris 
advertising world last week by 
choosing BDDP, one of the most 
dynamic new French agencies to 
have emerged in the 1980s, rather 
than its long-standing agency. Euro- 
RSCG. The choice of BDDP, which 
worked for Michel P£bereau, the 
BNP chairman, on CCFs privatisa- 
tion advertising, is expected to her- 
ald a new image for BNP, one of 
France's most traditional banks. 

The group plans to reinforce its 
advertising efforts by an extensive 
direct mail campaign to its 80.000 
employees and -1.7m account hold- 
ers to familiarise them with PCfaer- 
eau's new strategy and to encour- 
age them to buy its shares. 

Rhbne-Poulenc last week helped 
to console Euro-RSCG for the loss of 
the BNP account by appointing the 
agency to handle its privatisation 
advertising. Like Elf. Rhone-Poul- 
enc’s efforts will depend on the ulti- 
mate size of the issue. One of its 
main aims is to attract more indi- 
vidual investors. It currently has 
100,000 private shareholders who 
own less than 1 per cent of its total 
equity. 

Tf we want to build a well-bal- 
anced shareholder base we’ve got to 
attract more individual investors,” 
says de Marco. “Privatisation pro- 
vides an ideal opportunity. But it 
won’t be easy. Most people in 
France know' the name Rhbne-Poul- 
enc. but they're not really sure 
what we do.” 


to stamp out malpractice? Public 
tendering has been proposed as 
a panacea in other Italian 
industries, such as construction, 
where it is alleged that big 
kickbacks are regularly paid to 
politicians to win business. 

“Public tenders may help to 
eradicate malpractice in industries, 
such as building, where the bidding 
criteria are relatively clear and 
contracts can be allocated on 
objective grounds, such as cost.” 
says one prominent advertising 
executive. "But it’s harder to apply 
toe same standards to advertising.” 

Another observer warns that 
even public tenders can be rigged. 
“If enough people want to cheat 
the system, they can do it.” he says. 

The new rules should at least 
stamp out some of toe most 
shocking excesses of toe past, such 
as limited private tenders, with 
the winner decided in advance. 
They should also e limin ate the 
so-called “public” bids, where odd 
rules, such as abnormally short 
preparation times, may have 
masked similar malpractices. 

Whether they will be enough 
is still not certain. 


Selling 
Atlanta 
to the 
world 


A tlanta, the leading 
business city of the 
southern US. has become 
the first city to promote itself 
through a worldwide television 
marketing campaign. 

The city is attempting to lure 
foreign investment through a 
series of TV advertisements to 
be shown on toe cable TV 
service CNN International. The 
campaign has been prepared 
by BBDO, the US-based 
advertising agency, for the 
Atlanta Chamber of Commerce. 

Atlanta has long had a 
reputation for self-hype. In the 
1920s it was the first city to 
advertise itself in print 
In its latest campaign Atlanta 
has targeted European and 
Asian business audiences with 
30-second TV adverts. CNN, 
widely available in international 
hotels, started showing the 
adverts last month. They are 
screened in the early morning, 
as business travellers prepare 
for their day, and in the early 
evening, as they return to their 
hotels. 

Atlanta's three-year 
campaign, costing at least Sim, 
(£676,000) aims to build on the 
publicity that will come when 
Atlanta hosts the 1996 summer 
Olympics. 

"The Olympics give us a 
unique window of visibility," 
says Bill Crane, the chamber’s 
marketing director. i 

The initial advert simply tries 
to establish an identity for the 
city, according to Tod Martin 
of BBDO. It tackles 
international unfamiliarity with 
Atlanta by showing it as home 
to companies such as Coca-Cola 
and Delta Airlines. As the 
Olympics approach, the adverts 
will increase in number and 
length, says Crane. 

Atlanta is unlikely to be the 
last company to promote itself 
around the world on TV. The 
possibilities of this kind of 
marketing are just being 
discovered with the advent of 
worldwide television 
broadcasting networks such 
as CNN and BBC’s World 
Service Television. 

Barbara Harrison 
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Accounting Standards Board and their impact on reported company 
profits and balance sheets from the point of view of all the interested 
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LONDON 

4 October - 22 November 1993 

Arranged by the 

FINANCIAL TIMES 
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CITY UNIVERSITY 
BUSINESS SCHOOL 

The FT - City Course is held at the Museum of London 
one afternoon a week for eight weeks. It is designed to 
give a broader understanding of how the major financial 
institutions of the City of London operate and the factors 
that make it a pre-eminent financial and trading centre. 
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THERE'S A HANGING 
EVERY MONTH 

Great Art demands the 
greatest space that's 
why on the first 
Saturday of each month 
the FT publishes a full 
colour Art section 
devoted to art and 
antiques. 

The weekend FT Is read 
by an estimated 1 
million people In 160 
countries, reaching 
affluent International 
Investors and 
collectors. Providing the 
Art world with 
exceptional and 
effective advertising 
opportunities. 

37% of Saturday Ft 
readers have bought 
paintings or antiques in 
the last two years 

(FT Bonder Survey IM7) 

For mem Informal! on about 
advertising pi rose contact: 

Geneiveve Marenghi 
(071)873 3185 

James Burton 
(071)873 4677 

The Financial Times - 
Putting the colour back 
into Art 


SIEMENS 

Everyone's 
talking about 
mobile phones. 
We helped 
to invent them. 




Siemens 

mobile telephones - 
the ultimate choice. 


YOIIK DAILY 
BUSINESS BRIEFING 
IN 160 COUNTRIES 
AROUND 
THE WORLD 


Investment units available in major 
West End production of the musical 

"A Slice of Saturday Night ” 

opening 6 September. 

For further information, call 
Julius Green on 

Tel: 071 836 4144 
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NATURE OF BUSINESS 

Centra! Scotland Police is the second 
; smallest of Scotland's eight forces, 
i With its headquarters In Stilting, it 
, covers an ansa of approximately 
. I.OOOaq miles between the Forth and 
: Clyde estuaries. It is cfivided into two 
1 territorial revisions and runs six local 
command units. 

• Employees: Around 800, including 
1 an establishment strength at 649 

. officers and 150 ovfifans. 
j Crime statistics: Reported crime 
within centra! region has shown a 
t decrease to April 1993 of 1 .974 
; crimes, 7.9 per cent down on the 
; previous year, with a detection rate of 
i 55.9 per cent 

■ Key Personnel: Chief Constable 

• Wlfltam Wflson, Inspector Pets' 

• Watson. Trace protect leader. 

; Detective Constable Tam Newiands, 

I Trace development and speciflcattort, 

" based in Alloa. 

! TECHNOLOGY FILE 

1 Software: The Trace system. Total 
i Retrieval Administration Crimes and 
1 Events - is based on Memex 
! software for text information retrieval 

■ called the Memex Information Engine. 

; With development and 

! implementation from Central Scotland 
j Police, Memex has made this into a 
: police product, CrimeICnminal 
! Information Management System 
CCIMS. already used by Fife 
; Constabulary, under the name Focfe. 

' Fife Occurence and Crime 
. Information System. (Trace works on 
! PCs and Unix workstations and 
' ‘bolts on” as a front end to existing 
, databases.) 

Currently aH connections to other 
' databases such as PNC2 are ad hoc, 
but a permanent live link with the 
: Crown Office and the Procurator 
' Fiscal Is planned in November. 

' Supplier: Memex, now based in 
, East KHbride, was founded by 
Edinburgh academics, Fred Heath 
' and Graham Woyfta in 1979. and 
i was bought by microfiche supplier 
, Microfilm Reprographics Data 
Management in 1991 . Memex had a 
■ turnover of £1 .4m in 1992-93. 
Hardware: A central Sun 
Sparcserver 670, in a distributed X25 
network with 4 SparcstaHons, 2 
computers, all running under the Unix 
operating system. It supports 320 
dumb terminals. 25 intelligent 
terminal Sun X-stations and two PCs 
for imaging. 

Value of system: Cost was about 
£900,000 with about half. £550.000 
accounting for hardware and 
communications. 


Police in central Scotland are no longer dominated by 
form-filling since project Trace, an IT system that allows 
access to a wealth of intelligence, finds Claire Gooding 

Detectives of 
the database 


AT WORK 


I t’s a bad week for criminals In 
central Scotland. Coming 
online in Alloa is a computer 
system that can take informa- 
tion in any form available - paper, 
voices, video frames, mugshots - 
and search for coincidences and 
common factors across a series of 
crimes. 

By linking with existing data- 
bases and making free- text searches 
across all sorts of data, the police 
can make the most of even frag- 
ments of information, such as the 
colour of a van and just one letter 
of its number plate. The Criminal 
Intelligence Application is the sec- 
ond phase of a project called Trace, 
which has already cut paperwork in 
half since the first phase went live 
at the end of March. 

Now it is enabling the police to 
make connections between events, 
crimes, locations, even rumour, 
hearsay and the background know- 
ledge that comes from years of 
experience. Walk into any police 
station to report a lost dog, and the 
paperwork takes at least 20 min- 
utes. Form-filling is the tedious but 
essential part of policing and it 
steals time from activities the pub- 
lic sees as more important: patrol- 
ling and solving crimes. 

Once a charge is made, the paper- 
work escalates and accuracy is 
vital: poor paperwork provides legal 
loopholes. Central Scotland Police 
confirmed their worst suspicions 
when investigating procedures two 
years ago - the same information 
was often filled in up to 27 times on 
various forms. 

The research team interviewed 
nearly 300 officers of all ranks, with 
experience ranging from six months 
to nearly 30 years. The examination 
included the end-purpose of the 
paperwork: what elements were 
■vital for the Criminal Justice Sys- 
tem, the Crown Office and other 
ultimate users outside the police. 

“I was looking for a system that 
would make the front Une police- 


man's job easier and cut down on 
the paperwork they are inevitably 
required to do," explains William 
Wilson, the chief constable of cen- 
tral Scotland. He was not alone in 
feeling these Deeds would not be 
met by “off the shelf" solutions 
available from the main suppliers of 
police systems, including McDon- 
nell Douglas and Bull 
Wilson sits on the Police National 
Computer board and represents 
Scotland on the police Technical 
and Research Committee, In his pre- 
vious job as deputy chief constable 


ordinate significant investigations. 

Central Scotland wanted a system 
that would gave them access to all 
these existing resources and their 
own databases, cutting out repeti- 
tive paperwork. They got that and 
more - a system that could provide 
real "intelligence" and the ability to 
make connections. 

For police use, the system has 
been tailored into a product known 
as CCIMS - Crime and Cr iminal 
Information Management. The cen- 
tral Scotland implementation. 
Trace, goes one step further accord- 



Great Scot 


Tom Newiands (left) and Peter Watson, face to face with the new computer system 


■ BUZZWORDS 

Free-text retrieval describes the storage, search and retrieval of large quantities of 
word-based data, now also known as “full information management*. 

A soundex search retrieves all words of the same sound but varied spelling. A 
fuzzy match allows a search to be made on an approximation of a word. 

A wild card search looks tor any number of characters which might explain an 
indistinct word: Torlotsk, recorded in the drugs raid, was found to be the name of a 
wood by searching an Intelligence database of previous drug cache locations. 


in Fife, his interest in technology 
led to a joint development with 
Memex. whose software he had dis- 
covered on the police grapevine. 

The software, called the Memex 
Information Engine, enables users 
to make fast, free- text data retrieval 
(Textract) across a number of differ- 
ent databases. Several systems 
already help the police in various 
areas: PNC2, the Police National 
Computer and Holmes, used to co- 


ing to Wilson. “It gives us the edge 
in terms of technology. I like to 
think it's a new era for policing.” 

The project required special fund- 
ing and an investment in man- 
power, involving two senior inspec- 
tors for two years. 

The development principles were 
that everyone on the force should 
be able to use the system, (unlike 
the PNC2 computer), and that It 
should adhere to all existing stan- 


CONSULTANT’S CRITIQUE 


Code books conventionally hide 
in fo r mati on. The Memex 
In f ormation Engine uses them 
to retrieve it. In the system, 
every word m a document can 
be reduced to a code of 
between one and three 
Characters. If the average word 
has six letters there Is a 
compression of about 3:1. This 
reduces the space required to 
store the Info r ma ti on. 

When looking for specific 
words in the database, the 
search program examines the 
code book for each document. 

If the words do not appear at 
all in a document there is no 


need to look at the full text 
This speeds things up. Huffman 
encotfing, a more advanced 
version of this idea, has been 
around for decades. Nearly 
every leading data compression 
utility uses some variant of it 
Memex has spatted how 
encoding can be used to real 
advantage in searching - the 
heart of document 
management 
Traditional document 
management systems use 
indexes. Important words - 
"keywords’* are identified 
and these are stored Hke labels 
to aid future searches. Often 


dards, both technical - such as 
Gosip, the communication standard 
- and those used internally in the 
police and justiciary. It also had to 
provide 24-hour access to existing 
databases and be user-friendly for 
first-time users. 

Text retrieval often relies on the 
text being pre-indexed for key- 
words. Free-text retrieval allows 
any word or part of a word, even an 
approximation of it - known as a 
"fuzzy match” - to be sought and 
matched. 

The Memex Textract software 
gets round the problem of slow 
retrieval due to storing enormous 
amounts of information by com- 
pressing data, using special codes 
and algorithms. Its speed enables it 
to capture new data generated by 
everyday incidents and police work 
and connect it with other available 
sources. 

"People are restricted by budget, 
but the beauty of this solution is 
that it doesn't force you to abandon 
investment or change direction. 


this is dona manually and It Is 
error prone. The Memex system 
searches more effectively 
because aU the words In a 
document act as keywords. A 
simple example was a hunt for 
a car used in a crime. The 
Holmes database produced 40 
suspects. Trace turned up a 
further two that had been 
missed. Trace has allowed 
Central Scotland Police to 
Integrate i nfor m atio n from a 
wide range of sources. The 
Police National Computer 
cannot search for car 
regist rati o n s when one letter Is 
known. Trace can, by 


because it can work with almost 
any existing database,” says Wil- 
son. 

Inspector Peter Watson has ted 
the Trace project since the initial 
research. “One of the overriding 
considerations was that it had to 
allow expansion with ease. The sys- 
tem isn't just representative of the 
force workload, it Is the workload. 
It's been designed to facilitate 
everything the officer does," says 
Watson. 

The next step, coming into force 
this week, is a multimedia. exten- 
sion. the Criminal Intelligence 
Application, which brings video 
clips, paper records, photographs . 
and voice data onto one screen. 

One demonstration of the exten- 
sions uses a real example - a search 
based on a recorded telephone con- 
versation. reported by a radio ama- 
teur. The name of a local wood, a 
villain's nickname and the mention 
of a manho le cover, became search 
elements that put the police onto a 
leading drug ring. "Without the 


searching a dump of car details 
taken from th© PNC. Data from 
many sources can be combined 
to extend the s e a rch e s . 

1 Uked the graphical front 
end, especially the integr a ti on 
of voice and video. Me ma x 
seemed to have spent time 
getting dose to the police and 
tailoring the system to thei r 
needs. Everyone appeared to ; 
(Bee the system and said it 
would help them do their Job 
better. 

Kevin GrombnH 

The author is a consultant at 
Software Design and Construction, 
of Milton Keynes 


Textract facility, that tape might 
have gone into someone's drawer as 
interesting but useless data and 
never been exploited for what it 
could tell us," says Detective Con- 
stable Tom Newiands. a member of 
the Trace team. "It's very flexible: it 
can take its data from any media, 
any source, from old black and 
white prints, to electronic-input," 
says Newiands. “It can also com- 
press a PNC2 dump to one fifth of 
its size." 

A screen menu details every 
form-filling task possible: results trf 
breathalyser tests, statistics reports, 
prope r ty crimes, lost and found reg- 
ister. A high proportion of informa- 
tion is available through default, so 
that certain items appear on the 
screen automatically, saving key- 
strokes and increasing accuracy. 
Every address and post code in the 
area is cm file. When in doubt, a 
user can “point and pick" from a 
look-up table of options, such as 
crime codes. 

Wilson does not plan. an assess- 
ment until the system has been in 
place a year, but benefits are 
already visible, such as the few sec- 
onds it takes to check an address. 

According to Inspector Tun Sned- 
don, an everyday end-user of Trace 
at Alloa, a lot of information that 
was not immediately relevant used 
to be lost The problem is that you 
never know exactly what might be 
useful Now it just sits there - it’s 
there when we need it." 

Benefits in local information -shar- 
ing with Fife are also apparent, and 
Wilson is keen to see the system 
adopted elsewhere: "I never envis- 
aged it being os comprehensive as it 
now is. We started with log entries 
and basic crime reports. Now we've 
gained a distinct head in terms of 
technology and the individual offl- 
cers are the main beneficiaries." 



PEOPLE 


SIR BOB REID, the chairman 
of British Rail, is to monitor 
standards in England's further 
education colleges. He will be 
the inaugural chairman of the 
Further Education Quality 
Council a council set up under 
the government’s auspices to 
ensure that adult education 
institutions are spending pub- 
lic money well and efficiently. 

Further education is some- 
what unlike British Rail in 
that the government has ambi- 
tious plans to expand it over 
the next few years as part of 
its move to increase the num- 
bers of students who stay in 
education after the age of 16. 

However, like British Rail, 
the colleges have recently 
undergone a period of turmoil 
as they were transferred from 
local education authorities to 
direct government control at 
the beginning of April. 

By appointing Sir Bob, who 
can expect to find the post 
demanding albeit part-time, 



the Further Education Fund- 
ing Council for En gland also 
hopes to signal its determina- 
tion that FE colleges will be 
guided by the needs and 
demands of Industry. Four 


other industrialists - who 
have yet to be chosen - will sit 
on the council along with five 
members from the world of 
further education, and one 
student 


Stevens takes the stage at Carnegie 


The Financial Times Style Guide has been 
created to offer advice on all aspects of good writing 
practice. It outlines basic rules, highlights common 
errors and includes current forms of spelling. 

Set out alphabetically, it is simple, informative 
and easy to use. It has also been designed to be 
entertaining. 

A reference section includes glossaries of 


financial, scientific and technical terms. Brief 
explanations of commodities, computing, energy, 
stock markets and financial indices together with 
main world currencies. Law and libel can be checked 
at a glance. 

The Financial Times Style Guide is only avail- 
able by post. If you would like a copy, please fill in 
the voucher below. 


To: John White, Financial Times Ltd.. Number One Southwark Bridge. London SE1 9HL. Fax (071) 873 3072. 

• I would like Q copies of the FT Style Guide, price £9 (+ post and packaging £2). 

Please charge my: American Express □ Mastercard Q Access □ Visa □ Only UK cheques accepted: □ 

Card expiry date Card ni.mtM.rl~l I I 1 HZ I I I I II I I II I 

Name Title 

Company Tel 


Address . 


Signature — — . — 

I N’u u filer uevepi ed without a signature! 


Postcode 
Date 


(Offer valid until 31y December |W5| 


Simon Stevens, head of 
Internationa] equities at fund 
managers Invesco, has been 
headhunted by Carnegie Group 
to run its UK arm, Carnegie 
International he replaces Lars 
Bertmar, who remains the bro- 
ker’s group chief executive. 

Invesco, which has been 
through a turbulent few years, 
is just beginning to repair its 
UK operation, and, after a 
wave of departures, seems to 
be stemming tbe staff exodus. 
But 41 -year-old Stevens fright) 
says “it is all about opportuni- 
ties and how well they fit your 
aspirations and character". He 
has a high respect for Bertmar 
as "a thinker" and approves of 
his strategy of concentrating 
on niche markets, in this 
instance particularly southern 
Europe. 

Carnegie has itself suffered 
some upheaval At the end of 



1991. Bertmar, a former corpo- 
rate financier at Svenske Han- 
deslbanken, sacked the three 
senior managers of Carnegie 
International and took respon- 
sibility for London himself. 

Stevens' job will be to mar- 
ket the services of the analysts 
around Europe, “to make sure 
the product is appropriate for 
the UK market” as he puts it 


The Spanish and Portuguese 
teams already top the Extel 
ratings in their country 
sectors. Bertmar also has ambi- 
tions to build a corporate 
finance capability in those 
countries, from Spain to Tur- 
key, where there is brokerage 
expertise. 

While he has not worked 
inside a merchant bank's cor- 
porate finance division, Ste- 
vens spent a couple of years in 
the corporate planning depart- 
ment of Grand Metropolitan 
and held a similar job at Ocean 
Transport and Trading. 

Stevens may soon find him- 
self working for a new owner, 
as Carnegie's parent, the trou- 
bled Swedish Nordhanken, said 
more than a year ago that its 
profitable brokerage subsidiary 
was up for sale in order to 
allow it to concentrate on 
domestic hanking business. 


Non-executive 

directors 

■ Mike KHduner. a 
consultant with the European 
Centre for Plastics In the 
Environment and former 
manager, environmental 
affairs - polymer division, as 
chairman of SAVE A CUP on 
the retirement erf Derrick 

Skinn er 

■ Neil Lewis, deputy chairman 
of Oriel Group, at CATTLE'S 
HOLDINGS. 

■ Roger Carey, group md of 
Slough Estates, at TR 
PROPERTY INVESTMENT 
TRUST. 

■ Jean Tyrrell, having retired 
as executive chairman at tbe 
age of 75, at SIRDAR. 

Neville Bain has retired 
from LONDON 
INTERNATIONAL GROUP. 

■ Alan White, a former 
director of Sir Robert 
McAlpine, as chairman at 
BARNSLEY HEWETT & 
MALLINSON. 

■ David Winterbottom, former 
chief executive at Evode, as 
chairman at 
ATCO-QUALCAST 

■ Richard Deslandes has 
resigned, from BERRY 
STARQUEST. 

■ Stephen Alexander (below 
laftlmd of J Lyons & Co, at 
DEVRO INTERNATIONAL. 

■ Rohan Courtney (below 
right), chairman of Sterling 
Trust and of Swaine Adeney 
Brigg and a former chairman 
of the British Overseas 
Commonwealth Ranke 
A ssocia tion, as rimh-man of 
INTERNATIONAL PACIFIC 
SECURITIES; he succeeds the 
late Philip Chappell 



LONDON STOCK EXCHANGE 


FINANCIAL 


Footsie breaks through 3,000 barrieg. 


From your 
local newsagent 
£ 1.60 


(Financial Times 12/0/93) 


For expert investment advice 
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Cinema/ Nigel Andrews 

Much, ado about 

glamour 


A fun&y thing happened to 
Branagh's Bene- 
dick and Emma Thomp- 
sons Beatrice on the way 
to Messina, Sicfly, the set 
««b .or Shakespeare’s Much Ado 
jJJwk* Nothing. They were waylaid in 
- touch prettier - and 
decided to film there. William Shake- 
speare, technical adviser emeritus 
murmured grudging approval from 
the grave; parched southern plains 
were regaced fay viwMdad northern 
j™ and sumed-up Hollywood stare 
Denzel Washington CDon Pedro). 
Keanu Reeves (Don John) and Mich- 
ael Keaton {Dogberry) could be made 
to feel at home in Italy's answer to 
California’s Napa Val le y. 

Much Ado About Nothing is a trav- 
esty. hut oh what a lovely one. Hav- 

MUCH ADO ABOUT 
NOTHING (PG) 

Kenneth Branagh 


IN THE LINE OF FIRE (15) 
Wolfgang Petersen 


LE SAMOURAI (PG) 
Jean-Pierre Mefvffle 

BENNY’S VIDEO US) 
Michael Haneke 

tog found found Branagh's Henry V 
near -unsittable- through as an essay in 
penurious perversity - all that Olivier 
pageantry expelled, all those Olivier- 
dumped conspiracy scenes shoved 
back in - I find myself all for perver- 
sity when it is as glamorous as thin 
Filmed in eternal sunshine in the 
Villa Somewhere-or-other, the Bard’s 
darkest comedy is shaken about like 
glittering gold. fbiL Even the melo- 
drama scintillates. Poor Hero (Kate 
Beckznsale). framed for infidelity by 
wicked Don J ohn (Keanu Beeves in 
black leather trousers) and spurned 
by fiance Claudio ('Robert Sean Leo- 
nard), takes the only course a young 
gel could in those days (the days of 
convoluted Shakespearean subplots) 
and pretends to have died. But played 
for seri&comedy by B ranag h's mixed- 
race thespians. even this ancillar y 
tale takes on a loopy splendour. We 
are so colourfully discombobuiated by 
the anythin g-goes casting - Don 
Pedro a black American, Claudio a 
white American anrf Hero’s father a 
true Brit (Bichard Briers) - that our 
minds home in on wbaf seems by 
comparison rite darkly steadfast real- 
ity of the story. 

As for Benedick and Beatrice, there 
is little scope for improvement. £n> 


ducer-director-star-adaptor Kenneth 
Branagh, after a talent search the 
length and breadth of his living room, 
cast Emma Thompson as the hau gh ty 
love-spurning lady. The Oscar-fresh 
actress repays the kindness with a 
delicious performance: it manages 
like fine wine to be at once rich, 
intoxicating and amused at its own 
presumption. Branagh himself, 
oearded. busy, bemused, his doughy 
face improved by baking in the sun, 
tosses the lines about with as happy a 
comic dexterity as he juggles with an 
anachronous deck-chair. 

The Americans span a gamut from 
the excellent (Washington) via the 
adequate (Leonard) to the awful (Kea- 
ton's hoarse-voiced Dogberry, irishing 
away like Barry Fitzgerald with laryn- 
gitis). But this film is, in the best 
sense, a party. All who come are 
served; even the odd bore ipnrfc vari- 
ety (provided he Is odd enough); and 
if, dear reader, you feel there can be 
no final excuse for turning a Shake- 
spearean play into a star-studded Tus- 
can travelogue, I suggest that you go 
to see the film and get mugged by its 
magic as I did. 

★ 

The two greatest landscapes in Ameri- 
can cinema are Monument Valley and 
Clint Eastwood's face. That scorched, 
beaten - leather physiognomy is back 
again in Ai The Line Of Fim. It fronts 
a plot more catchpenny than the 
majestic Unforgiven - guns, chases, 
psychos. Presidential assassination 
bids - but just as astonishing for its 
further revelation of Clint the icon. 

He now resembles some photogra- 
vure from the bid West, fissured with 
facial fault-lines and landmarked with 
craters and ridges, who has been inex- 
plicably spirited to new Washington. 
The Eastwood voice goes with the 
Eastwood face:, a cracked, caressing 
whisper sandpapered by eternity. This 
man surely spent his life standing at 
the edge of deserts, his features 
sculpted by the sandstorms, his voice 
by toe dehydrating winds? 

But no: he has spent his life on toe 
Californian coast where toe only des- 
erts are inside film producers’ brains. 
In The line Of Fire is medium-good 
Clint fare. That is to say, it has an 
idiotic plot redeemed by the action 
set-pieces, toe one-line wisecracks and 
Eastwood himself. He is a White 
House-attached Secret Service veteran 
who longs to redeem his lapse back in 
1963 when he failed to stop the bullet 
that killed JFK. (Note toe dawn of the 
Failed Presidential Security-Man 
movie: see also Kevin Costner in The 
Bodyguard, haunted by the bullet 
that passed him to hit Reagan). 





Waylaid in Tuscany: Emma Thompson and Kenneth Branagh in Much Ado About Nothing 


John Malkovicb, with cupid Ups 
and psychotic purr, is the would-be 
assassin of the new President, and 
JM. and our hero spend much of toe 
movie exchanging verbal venom 
down a telephone line. This allows us 
to watch Eastwood silently reacting 
to Malkovich's voice-off taunts and to 
savour the star's parchment-textured 
phiz writing palimpsests of silent 
emotion onto the screen. Later the 
film erupts into the streets and 
becomes far less scenic. After Clint 
the Movie here is Hollywood the Pup- 
pet-Show. Everyone chases everyone 
else down alleys, over rooftops and 
Into assassination-ready VIP banquets 
where the screams of the guests lie in 
waiting along with the silver-covered 
entries. 

Germany’s Wolfgang Petersen ( The 
Never Ending Story, The Boat ) joins 
the new generation of Hollywood 
action directors drafted from Europe. 
Like Paul “RoboCop" Verhoeven and 
Renny “Cliflhanger” Harlin. he has a 
mechanistic efficiency in action 
sequences and a Nordic delight In 
knife-twisting in scenes of emotional 
stress or suspense. Would an Ameri- 
can director, apart from honest Clint 
himself in Unforgiven, portray East- 
wood as quite such a racked Grune- 


wald presence? Or encourage the 
scene where our hero breaks down in 
tears at toe memory of that day in 
Dahas? After this, Eastwood looks as 
if he could go straight into the histri- 
onic heavyweight ring and give us 
Buchner or Strindberg. 

★ 

Eastwood, like ail iconic screen 
heroes, started impassive. So did 
France's Alain Delon. We see him 
young in Jean-Pierre Melville’s reis- 
sued thriller Le Samouroi (1967) 
where our (anti)hero is a walking 
mannequin in trenchcoat, black hat 
and charismatic scowl. 

Delon Imparts a perverse, unyield- 
ing glamour to this plot about a gun- 
man. a girl (Nathalie Delon), another 
girl (Cathy Rodier) and a police 
inspector (Francois Perier, fiendish, 
funny), all playing existential cat and 
mouse as if they have just read Con- 
rad's The Secret Agent in French. 
Delon kills for hire; he keeps a caged 
budgerigar, he steals cars; he wears 
secret smirk. These are all anti-social 
activities, but they are rendered mag- 
netic - nay more, mystical, profound, 
inviting - by that strange ability 
movie stars have to make “Keep Out" 
signs read like "Come In". 

As in Eastwood's movie, nothing 


measures up to the central presence. 
Jean-Pierre Melville is a modish name 
in cinephile circles and still deserves 
respect for films like Les Enfants Ter- 
ribles and L'Arm&e Des Ombres. But 
t£ Samourai is the fag end of first- 
generation French film noir. a shad- 
owy. blue-hazed teaser that twists and 
twirls its little plot of betrayal and 
counter-betrayal amid sets and cos- 
tumes that themselves betray the 
incongruous dawn of 1960s hedonism. 

Benny's Video , by Austrian film- 
maker Michael Haneke. has an impas- 
sive criminal for our own times. A 
boy with a bedroomful of video equip- 
ment “motivelessly" kills a young 
girl: on camera, with a slaughter- 
house gun, to toe accompaniment of 
her screams. His parents later see the 
offending video and are shocked rigid. 
But they try to sweep away toe evi- 
dence for Sonny's sake. Then, weeks 
later. Sonny thinks, “What a perfect 
opportunity to sweep them away." 

This bleak, mordant. Ian McEwan- 
ish story is spun out to 105 minutes: a 
length at which it starts to seem less 
like a darkly ingenious fable than a 
single meretricious idea surrounded 
by quantities of narrative cladding. 
Wait for Benny's Video the video, and 
be prepared to use the fast-forward. 


Opera at BroomhiU/David Murray 

Jonathan Miller's 'Ariadne' 


B esides its stepped 
lawns and gracious 
vistas. BroomhiU - 
Sir David Salomon's 
old country bouse near Tun- 
bridge Wells - boasts its own 
tittle Victorian theatre, virtu- 
ally unused in this century. 
Four years ago toe tenor Kim 
Begley discovered it, and an 
idea was born. Since 1991 the 
BroomhiU Trust has arranged 
summer seasons of concerts 
and "community opera", and 
this year its First International 
Opera Course too. Meanwhile 
toe theatre has been carefully 
refurbished, with a fine orches- 
tra pit concealed beneath the 
stage ias at Bayreuth). Some- 
body must be thinking, irre- 
sistibly, in mim-Glyndebourne 
terms. 

On the strength of Broom- 
hill's current Ariadne auf 
Naxos, that is not unrealistic. 
Strauss's opera is on just the 
right scale for toe place; it was 
a pleasure to discover yet 
again how much more happily 
Ariadne plays in a small house, 
with the reduced band for 


which be wrote so ingeniously. 
(Bigger houses have to fatten 
toe string-sections, at the sacri- 
fice of a certain appealing 
frailty - tackiness, even - in 
toe orchestra] sound.) But it is 
no kind of piece for mere stu- 
dents; and in fact most of toe 
participants here are 
full-blooded young profession- 
als, for whom toe BroomhiU 
“course” must count less as a 
study-camp than as an invalu- 
able public showcase. 

The BroomhiU music staff - 
headed by Jean Mallandaine 
and Courtney Kenny, both of 
them distinguished keyboard 
assets (celesta and piano) to 
the excellent Britten Sinfonia 
in the pit - have done their 
rasHnj? rannil y and well. With 
satisfying results. The cast I 
heard on Monday was more 
than creditable, but there is a 
whole alternate cast as well: 


presumably not just a second 
eleven, since they were sched- 
uled for toe Royal Gala perfor- 
mance on Tuesday. I wish I 
could have heard them too. 
The quantity of well-schooled 
operatic talent these days is 
astonishing. 

Jonathan Miller is toe direc- 
tor, far more at home with toe 
Ariadne comedy than he was 
recently with the oerismo melo- 
drama of Giordano’s Fedora 
(for Bregenz and Vienna). If 
Mark Bailey’s vaguely Edwar- 
dian “designs" seem mostly 
cobbled together from rented 
costumes and the theatre's 
own faded backdrops, they sup- 
ply all that is needed - where 
toe last Royal Opera produc- 
tion provided an ultra-lavish, 
comedy-killing excess of every- 
thing, and the last ENO one a 
glum hi-tech mess. It matters 
that the Ariadne opera-within- 


an-opera is meant to be put on 
almost impromptu, in a Vien- 
nese parvenu’s Stadtpalais. 

Strauss and his librettist 
Hofmannsthal meant their 
Ariadne o.-within-an-o. to be a 
farcical confrontation between 
lofty opera seria manners and 
earthy commedia dell ‘arte. For 
assiduous British theatregoers, 
unfortunately, the latter label 
has become attached to man- 
nered. direly unfunny exer- 
cises. Miller has had the good 
sense to scrap any “commedia” 
associations in favour of 
unabashed Cambridge Foot- 
lights knees-up style, and it 
works. The brightest of his 
comics. William Dazeley as 
Harlequin, is a Cambridge 
product, engaging enough to 
compensate for his somewhat 
gruff, un-tender delivery of 
“Ueben. hassen", toe gem of 
his part as Strauss composed 


it. 

The strenuously “heroic" 
role Strauss wrote for his Bac- 
chus. the god who rescues the 
abandoned heroine from her 
death-wish, flatters hardly any 
tenor mot since Jess Thomas, 
anyway), but Nicholas Buxton 
copes with it manfully. His 
Ariadne is Rachel Sparer, a 
very tall American soprano: 
intelligently musical, strongly 
projected (in a hard-ish timbre 
which awaits maturer depths), 
too little sensitive to her 
visionary words - but with 
delectable startled-moose reac- 
tions to the low-class comme- 
dia offensive. In this cast the 
young Composer is Teresa 
Shaw, upon whose heartfelt 
“Musik ist eine heilige Kunst!" 
outburst Miller has foisted 
rather too many donnish tics 
and twitches. 

With their Zerbinetta, how- 


ever - toe Israeli-South Afri- 
can Sharon Rostorf - the 
Broomhill Trust has struck 
gold. If her top Es are steam- 
whistles. everything below 
those extravagant reaches is 
under insouciantly sexy con- 
trol. In clown's trousers, some- 
where between raggedy-doll 
and rag-and-bone man (like her 
commedia cohorts), she is art- 
fully tough, funny and 
self-aware, even when Miller 
makes her go randy over toe 
legs of a chaise-longue. Per- 
haps Zerbinetta’s topmost 
reaches will never be quite 
comfortable for her; but the 
personality, the plucky colora- 
tura and her wry aplomb 
should take her a good long 
way. 


Broomhill (David Salomons 
House). Southborongh, Tun- 
bridge Wells; box office 
0892-517720. Further perfor- 
mances with cast as above 
August 27, 51 September 4; 
with alternate cast, August 28. 

September l, 3 


The Edinburgh Festival 

Schubert and 
Janacek operas 


T his was a competition 
Janacek was always 
going to win. In the 
combative world of 
opera the festival’s two main 
featured composers had oppo- 
site experiences: Schubert 
retired hurt aged 25 after a 
number of youthful failures, 
while Janacek went on to com- 
pose a series of great operas in 
his sixties, which rank as his 
most lasting achievement. 

No fully-staged operas by 
either of them feature this year 
in Edinburgh’s programme (an 
important omission in Jana- 
fiek's case). Instead, there was 
an intriguing evening, which 
presented two rarely-heard 
operas in concert - Schubert’s 
Die Freunde von Satamanka 
and Janacek's Sdrka. For 
opera-lovers this may have 
seemed a raw deal, but it is 
always worth taking a risk 
with rarely-heard operas in 
case they hold untold delights. 

JandCek thought Sdrka was 
a good piece himself. He wrote 
it in his early thirties, which 
makes it one of his earliest 
works to survive, revised it, 
failed to get it performed, 
revised it again late in life, and 
finally saw it reach the stage 
as a 7Gth-birthday tribute. It 
only lasts an hour, but into 
that time an epic in miniature 
is compressed. 

The opera takes place way 
back in Czech mythological 
history. An army of warrior 
women is roaming the land in 
protest against male domina- 
tion. beating the men at their 
own game and causing conster- 
nation in the male camp at the 
daring exploits of their boldest 
fighters. No, JandCek is not 
about to raise bis voice in the 
cause of women’s rights; his 
interest had been taken by the 
nationalist undercurrent of the 


Transfixed 

E dgar Allan Poe and 
Steven Berkoff: a mar- 
riage made in Heaven 
or perhaps for some 
spectators Purgatory. Both 
favour the wilder side; both 
plough their own imaginations: 
both choose the Gothic and 
place style before content. So 
Berkoff performing Poe’s Tell 
Tale Heart is an awesome expe- 
rience. 

The silences, and the slow 
drawing out of certain of Ber- 
koffs favourite words, like 
“stealthily", are only matched 
by his rat-a-tat explosions of 
action. As toe mad man who 
murders the miser to avoid the 
stare of his fishy blue eye. Ber- 
koff is as well matched as a 
sweater to Edinburgh. And as 
toe drama proceeds from the 
slow laborious preparations for 
the killing to the rising, insis- 
tent reproachful beat of the 
dead man's heart as it pounds 
from its hidden grave, so Ber- 
koff winds up the audience to 
the pathetic climax. Sometimes 
the words are strangulated 
beyond meaning; but the body 
never (ails to speak loudly and 
Berkoff even makes a virtue of 
mime. No one climbs an imagi- 
nary staircase better; no one 
opens the door with more 
dread. 

This Is how Dickens must 
have transfixed an audience at 
his public rea dings and if it 
owes more to Victorian excess, 
to the Henry Irving School of 
acting than to sophisticated 
realism, that is spot on for Poe. 
Berkoff brings death to life. 


plot, which can be read as a 
call to emulate toe heroes of 
Czech mythology. 

No doubt that is why toe 
music is so impassioned. The 
score proceeds in fits and 
starts, but its ideas are consis- 
tently strong, vivid, uplifting, 
because the composer wanted 
Sdrka to make an impact. 
Among its best moments are a 
love duet built of disjointed 
musical motifs in the mature 
JanaCek manner and a final 
act (all of 15 minutes long] 
which is a Wagnerian threnody 
for the fallen hero. The interest 
rarely slackened in this lively 
performance by the BBC Scot- 
tish Symphony Orchestra 
under David Robertson. 

It was also well sung. Sarka, 
the warrior maid who 
ambushes and murders the 
man whom she then decides 
she loved, looks potentially a 
beast of a character, but 
Helena Kaupovd sang her 
music with calm and dignity. 
William Kendall brought some 
strength to the hapless Ctirad; 
the supporting roles were well 
taken by Christopher Ventris 
and Neal Davies. 

Next to this, the 13-year-old 
Schubert’s Die Freunde von 
Satamanka (wisely performed 
first) is an apology for an 
opera. Nice people, an inoffen- 
sive story, no dramatic tension 
whatsoever and music which is 
so charmingly insubstantial 
that one puff of the Janacek 
blew it all away. Despite a 
decent cast of middle-ranking 
British singers, this concert 
performance showed that at 90 
minutes, it is far too long. Wise 
young Schubert to give up 
opera and move on to better 
things. 

Richard Fairman 


by Berkoff 

The other two monologues in 
his show at the Assembly 
Rooms are superficial stuff, 
some rhyming nonsense about 
a failing actor, and an East 
End tough singing the praises 
of his killer dog. But Berkoff 
uses his physical presence to 
more effect than any rival and 
he makes a comincing case for 
his self-proclaimed if slightly 
odd genius. 

Twenty-three year old Cris- 
pin Whittell has hardly edged 
into the public limelight as a 
dramatist but this year's Kill- 
ing Him (The Pleasance) 
adding greatly to the reputa- 
tion he established last year 
with his play Success must sug- 
gest a great future. 

Black (or White) Wednesday 
is already an important histori- 
cal date and the tensions, both 
private, political and philo- 
sophical. that it generated are 
superbly captured in Whittell's 
play. The dialogue cracks 
along, with City slang, 
designed to make the awful 
seem palatable, running hap- 
pily with spouts of poetical lyr- 
icism. The style is so sharp 
that we take defeat and mur- 
der happily in our stride. The 
four characters screw each 
other and themselves to perfec- 
tion but the moral survives 
beneath toe wit in the audi- 
ence’s total identification with 
the only decent character, an 
unemployed birdwatcher. Won- 
derful acting; an unexpected 
treat. 

Antony Thomcroft 
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■ DROTTNINGHOLM 

Elisabeth SdtiecstrGm, much-toved 
Swedish soprano, has taken over 
as artistic director of the world's 
most important iStt century theatre 
Still in action. Figaro, a 
ballet- pantomime after 
Beaumarchais, choreographed by 
K'o Cramer with anonymous 18th 
century muse arranged and 
conducted by John Lanchbery, 
returns to the programme for five 
performances between Sat and Sep 
4. Edita Gruberova gives a recital 
cn Sep 3 {C6-66C 8225) 


iBCRGH 


reek cf the festival, 
onducts the Royal 
ional Orchestra and 
estival Chorus in Verdi's 
[red Brendal plays 
s Piano Concerto with 
est German Radio 
ider Michael GfeJen; 

IZ jg Gewandhaus gives 
i under Kurt Masur. 
conducts the Royal 


Liverpool Philharmonic in the final 
concert on Sep 4. Ann Murray and 
Philip Langridge give a late evening 
duo recital on Sep 1. Other 
recitalists include Felicity Lott, Dawn 
Upshaw, Anne Sofle von Otter and 
toe Lindsay String Quartet 

OPERA 

Canadian Opera Company gives 
its European debut on Sat and Sun 
with a double-bill of Bartok’s 
Bluebeard (Victor Braun) and 
Schoenberg's Erwartung (Rebecca 
Blankenship), staged by Robert 
Lepage and conducted by Richard 
Bradshaw. Also at the Playhouse, 
Welsh National Opera performs 
Peter Stein's production of Verdi's 
Fai staff next Thins and Sat. with 
a cast led by Donald Maxwell, Bryn 
Terfel, Suzanne Murphy and Claire 
Powell, conducted by Richard 
Armstrong. 


theatre 

Berlin’s Hebbel Theater presents 
the Bob WilsorVGertrude Stein 
theatre piece Dr Faustus Lights the 
Lights at the Lyceum tonight, 
tomorrow and Sat The final week 
has a formidable line-up: Peter 
Stein’s German-language production 
of Shakespeare's Julius Caesar 
comes to the Royal Highland 
Exhibition Hall direct from toe 
Salzburg Festival; Berlin's Deutsches 
Theater brings racist's The Broken 
Jug to the king’s; and the Lyceum 
Theatre hosts a Glasgow Citizens' 
production of Jacob Lenz’s The 
Soldi ere, designed and directed 
by Philip Prowse. For those wanting 
a stronger Scottish flavour, the 
Assembly Hall is the place to be: 

Tag Theatre Company is presenting 
its stage adaptation of Lewis 


Grassic Gibbon's trilogy A Scots 
Qualr, a classic of Scottish literature. 

DANCE 

This has been the weak point of 
this year's programme. The final 
show is the Bill T. Jones troupe, 
at the King’s on Sat and Sun. 

• Official Festival: telephone 
bookings 031 -225 5756. Military 
Tattoo: 031-225 1188. Fringe: 
031-226 5257. 


■ LUCERNE 

Mariss Jansons conducts the Oslo 
Philharmonic tonight and tomorrow 
m music ranging from Dvorak and 
Shostakovich symphonies to 
Richard Strauss's Alpine Symphony 
and Tchaikovsky’s Violin Concerto 
(Midori). Two concerts on Sat, 
featuring the Lithuanian Chamber 
Orchestra and South West German 
Radio Symphony Orchestra, place 
a special emphasis on Che music 
of Alfred Schnittke, who Is the 
festival's first-ever 
composer-ln-residence. The Russian 
theme is also pursued by the Royal 
ConcertgetXMJW under Riccardo 
Chailly on Sun and the Berlin 
Philharmonic under Claudio Abbado 
on Mon and Tues (witn Evgeny 
KJssin playing Prokofiev’s Third 
Piano Concerto in the BPO’s first 
programme). The Bolshoy Opera 
Orchestra and Chorus give concert 
performances of Rakhmaninov’s 
Aieko and Tchaikovsky’s Yotanta 
and Eugene Onegin (Sep 3. 4. 5). 
while choral and orchestral forces 
from St Petersburg give the final 
programme of Rakhmaninov on 

Sep 8. Other visitors in the final 

week are the Taverner Consort and 
Choir under Andrew Parrott, the 


English Chamber Orchestra with 
Pinchas Zukermann, and the Vienna 
Philharmonic Orchestra, which will 
give concerts under Daniel 
Barenboim on Sep 6 and 7. For 
anyone wanting a break from the 
music, there are paddle steamers 
on the lake, trips up the Pflatus and 
Rigi mountains, and visits to the 
Transport Museum and Lion 
Monument (041-235272) 


■ MONTREUX 

This year’s festival is the first to 
take advantage of Montreux's new 
lakeside concert hall, the Auditorium 
Stravinsky. Montreux has never 
been known for its thematic content, 
but this year features a series 
devoted to French chamber music, 
including rare works by Reynaldo 
Hahn, Vincent d’lndy and 
Charles-Valentin Alkan. Visiting 
artists include Alicia de Larrocha, 
Barbara Hendricks, Pinchas 
Zukerman, plus the Royal 
Concertgebouw, the St Petersburg 
Philharmonic and Bavarian Radio 
Symphony Orchestras. Ends Sep 
24 (021-963 5450) 


■ SALZBURG 

Centrepoint of the final week is a 
new production of Mozart's Lucio 
Silla, which opened last night at 
the Kleines Festspielhaus and is 
repeated on Sat and Mon. It brings 
together two alumni of Gerard 
Mortier's Brussels regime - the 
conductor Syfvain Cambreling and 
the stage director Peter Mussbach. 
The cast is led by Ann Murray and 
Luba Orgonasova. There is also 
a final performance tonight of 
Herbert Wernicke’s new staging 


of Monteverdi’s L’Orfeo. conducted 
by Rene Jacobs, with a cast led 
by Laurence Dale. On Sun in the 
Grosses Festspielhaus, Bernard 
Haitink conducts Johannes Schaafs 

1991 production of Die Zauberfidte 
- described by Max Loppert on this 
page as a classic Mozart staging, 
with a youthfully fresh cast led by 
Anton Scharinger, Deon van der 
Waft, Ruth Ziesack and Sumi Jo. 
Next Mon, Georg Solti conducts 

a final performance of the Ronconi 
production of Falsiaff, with Jose 
van Dam In the title role. Tomorrow 
and Sat. Claudio Abbado gives 
concerts with the Berlin 
Philharmonic Orchestra, while the 
Vienna Philharmonic plays a Bartok 
and Brahms programme under 
James Levine on Sat late afternoon 
and Sun morning. There are also 
afternoon performances in the 
Felsenreitschule of Peter Stein's 

1992 production of Julius Caesar 
(0662-844501) 


■ STRESA 

Situated on the shore of Lake 
Maggiore in northern Italy, Stresa 
offers some high-quality artists but 
no programme theme. This year’s 
festival opens on Sun with a 
Tchaikovsky programme played 
by the Royal Philharmonic Orchestra 
under Yehudi Menuhin. Riccardo 
Mull conducts the Scala Orchestra 
in works by Brahms. Busoni and 
Ravel on Sep 2, and Claudio 
Scimone directs I Solisti Veneti on 
Sep 13. There are also recitals by 
Tokyo Quartet, Wanderer Trio and 
Lazar Berman. The closing concert 
on Sep 16 is given by the Orchestra 
National de Lyon conducted by 
Emmanuel Krivine, with violin soloist 


Viktoria Mullova (Settimane Musi cal i 
di Stresa, Palazzo dei Congress!, 
Via R. Bonghi 4. 28049 Stresa. Tel 
0323-31095 Fax 0323-32561) 


■ TANGLEWOOD 

For more than 50 years, the Boston 
Symphony Orchestra’s summer 
home has provided a relaxed setting 
for concerts in the heart of the 
Massachusetts countryside. Tonight 
recital by Omar Ebrahim, Yo Yo 
Ma, Peter Serkin and Emanuel Ax. 
Tomorrow: Marek Janowski 
conducts Tchaikovsky. Richard 
Strauss and Johann Strauss. Sat 
John Williams conducts works by 
Tippett, Elgar and Bernstein, with 
cello soloist Yo Yo Ma. Sun 
afternoon: Janowski conducts 
all-Beethoven programme, with violin 
soloist Frank Peter Zimmermann. 
Next Tues: Boston Pops. Sep 2: 
Gerry Mulligan Quartet. Sep 3: Tony 
Bennett and Count Basie Orchestra. 
Sep 5: Lincoln Center Jazz 
Orchestra and Ramsey Lewis 
Quintet End of season (Ticketm aster 
Boston 617-931 2000 New York 
City 212-3077171) 


■ VERONA 

The Arena season ends with 
Khachaturian’s ballet Spartacus 
choreographed by Yuri Grigorovich 
(tonight and Tues). Aida conducted 
by Neito Santi (tomorrow). La 
traviata with Maria Spacagna as 
Violetta (Sat and Mon) and Carmen 
with Bena Zaremba and Michael 
Devlin (Sun). Arcovoli 8-9 dell’Arena 
tel 045-596517 fax 045-801 3287. 


ARTS GUIDE 
Monday: Performing arts 
guide city by city. 
Tuesday: Performing arts 
guide city by city. 
Wednesday: Festivals 

Guide. 

Thursday: Festivals Guide. 
Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 

(Ail Bmes are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730: 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 

Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030: 0130 

Friday Super Channel: 
European Business Today 
0730: 2230 

Sky News Financial Timas 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130: 2230 
Sunday Super Channel: 
West of Moscow T830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 
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The government as a 
‘stationary bandit’ 



Book 

Review 


A great deal 
was written, 
especially in 
the 1970s. on 
the economic 
tensions 
affecting 
democracy. 
Competition 
for votes 
tended to gen- 


Oictatorship, Democracy 
and Development 

By Mancur Olson 

Mmerinm Pulincul Science Review. 
Sept 1993 


erate unrealistic expectations, 
contributing to the notorious 
overload on government More- 
over, democratic government 
was infested with interest 
groups which badly affected 
economic performance. 

The more careful writers in 
this vein did not say that dicta- 
torships would perform better 
or as well as democracies. An 
American economist. Mancur 
Olson, who himself pioneered 
much of the earlier interest 
group analysis, has now gone 
on to analyse the endemic 
weaknesses of dictatorship. 
But, first, he makes important 
observations on the advan- 
tages of one type of dictator- 
ship over another and of most 
types over anarchic violence. 

His starting point is the 
same as that of the English 
philosopher Thomas Hobbes: 
the need to prevent anarchic 
violence at almost all costs. 
The victims of violence and 
theft lose not only what is 
taken from them, but also the 
incentive to produce any goods 
for exchange with others. 

The worst curse that can be 
suffered by a society in Olson’s 
view is “roving bandits”. 
Where these are prevalent no 
security of property exists. It is 
just as bad for the bandits: and 
one of the biggest gains in 
human history Is when a ban- 
dit leader seizes a given 
domain, becomes a “stationary 
bandit” and himself begins to 
expel all other roving bandits. 
as did the successful Chinese 
warlords of the 1920s. 

The rational stationary ban- 
dit will acquire a monopoly of 
theft, which he will call taxes: 
but the taxes will be extracted 
in such a way that the society 
still has some incentive to pro- 
duce. For the stationary bandit 
will be able to take more if he 
leaves his subjects with the 
means to generate taxable 
income. “Thus we have the 
first blessing of the invisible 
hand: the rational self-inter- 
ested leader of a band of roving 
bandits is led. as though by an 


invisible hand, to settle down, 
wear a crown and replace anar- 
chy with government." 

Eventually the bandit estab- 
lishes a dynasty and acquires 
respectability. “History until 
relatively recent times has 
been mostly a story of the 
gradual progress of civilisation 
under stationary bandits inter- 
rupted by occasional episodes 
of roving banditry.” 

More needs to be said, how- 
ever, on the difference between 
autocrats, such as the Bour- 
bons and the Habsburgs. and 



Oison: deft on dictatorships 


the rule of the mafia. The word 
“legitimacy", which Olson does 
not mention, must come into a 
full explanation. Simply 
because it has been established 
for generations, a dynasty 
acquires some basis of consent 
eveu if people are not fooled 
about its origin. 

There are other elements 
too. A successful legitimate 
government has more undis- 
puted control over its territory 
than mafia leaders, who are 
often at loggerheads with each 
other as well as the official 
government and are less able 
to protect the population. Thus 
mafia leaders have more of the 
characteristics of roving ban- 
dits. Yet. if one leader comes 
out on top and his family rules 
for generations, he too will 
establish a legitimate dynasty. 

Olson comes into his own in 
analysing the difference 


between the tax behaviour of 
stationary bandits and democ- 
racies. A dictator or bandit will 
want to maximise his own rev- 
enue and not care about the 
effect on the national income 
provided that the tax-take is as 
high as it can be. However 
modest his own needs, he has 
an unlimited stock of prestige 
projects or wars of conquest 
that he wants to finance. A 
democratic government will 
care about the effects on the 
population and not just on the 
government’s takings. 

Of course, a democratic gov- 
ernment might try to buy elec- 
tions by transferring income 
from a minority to a majority. 
But the majority will still have 
a substantial market-generated 
income and thus care more for 
the productivity of society 
than would an absolute ruler. 

Olson has a less clear-cut 
theory of how democracy 
emerges. He falls back, perhaps 
rightly, on accidents of history, 
such as occasions when an 
individual who orchestrates 
the overthrow of an autocracy 
is not strong enough to set up 
another autocracy of his own. 
This may leave a stalemate 
and the need to work with 
other groups. But the danger 
surely is that such a stalemate 
will produce not constitutional 
government as in the case of 
the English Glorious Revolu- 
tion of 1689. but a weak state 
in which rival violent groups 
flourish, as in Russia today. 

Some pessimists have con- 
cluded that the autocrats who 
rule China and until recently 
ruled Chile were right; and 
that the development of a 
flourishing market economy 
must precede civil liberties and 
constitutional rule, whatever 
the distortions and disadvan- 
tages. But there are other mor- 
als too. The more successful 
record of the Czech Republic 
suggests that a rule of law tra- 
dition. covering property rights 
as well as safety of the person, 
can enable a constitutional 
democracy to preside over the 
re-entry to capitalism. 

Although Olson does not pro- 
vide all the answers, he pro- 
vides much more stimulus and 
understanding than many 
holders of Nobel prizes and 
takes us beyond the stale argu- 
ments on which so many social 
scientists are still impaled. 


Samuel Britt an 


M r Yakov Eisen- 
berg. director of 
Khartron, one of 
the two factories 
where guidance systems For 
the Soviet Union’s space and 
nuclear weapons programmes 
were designed, is trying to 
muster enthusiasm for a new 
product: an orange plastic, 
public transport token. 

In his office in the eastern 
Ukrainian city of Kharkiv, he 
says with rather forced gaiety. 
“The scientist who came up 
with this had a really good 
idea, and I am proud to say 
that I was part of the group 
that helped to make this token 
a reality." Holding the token to 
the light, he explains that it is 
much cheaper to produce than 
the old, metal token and even 
harder to flake, because it con- 
tains a sensitive metal strip. 

But then Mr Eisenberg sighs 
deeply and explains: “Of 
course, this sort of thing is just 
a hobby for us. Our real work 
is to design guidance systems 
for nuclear missiles and space 
shuttles. We are as good at 
that as anyone in the world. 
But now we have no more 
orders." 

Sighs like Mr Eisenberg’s 
can be heard all over Ukrai- 
nian factories, as managers of 
some of the world's most 
sophisticated arms plants 
struggle to adjust to the end of 
the cold war and the disinte- 
gration of their largest market, 
the Soviet Union. The perva- 
sive mood at many defence fac- 
tories. once the most cosseted 
and prestigious sector of the 
economy, is one of bitter nos- 
talgia. 

For the Ukrainian govern- 
ment. striving to secure the 
new nation's independence, 
conversion of the factories to 
civilian uses poses one of coun- 
try's most serious political and 
economic challenges. 

More than 1.5m Ukrainian 
workers and as much as 40 per 
cent of the country's industrial 
production were devoted to 
making arms when the Soviet 
Union existed. That is roughly 
equivalent to the number 
employed by American defence 
industry, but Ukraine's popula- 
tion is only 52m. compared 
with 249m in the US. 

The government's attitude 
towards conversion is ambiva- 
lent. Officials in the capital, 
Kiev, realise that military fac- 
tories. many of which are 
standing idle but receiving 
state credits to maintain their 
workforces, are a drain on the 
national budget and one rea- 
son why the inflation rate is 
running at about 50 per cent a 
month. 

But the government is 
unwilling simply to cut off the 
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Next Wednesday, the Financial Times is publishing a special survey entitled 
‘Africa: A continent at stake.' 

In it we will outline and debate the current issues facing the continent and 
look at ways In which governments, donors and aid agencies are working to 
resolve them. 

For those interested in Africa's future It will make essential reading. 


Africa; A continent at stak a 


The Financial Times 


Conversion on the 


road to capitalism 


Chrystia Freeland on Ukrainian coupons and 
the art of motorcycle maintenance 



I 


Simon Hiemans, UK ambassador to Ukraine, riding a motorcycle made by a tank factory in Khar kiv 


credits - loans which are 
rarely repaid - and force those 
enterprises which are unable 
to convert to consumer prod- 
ucts to close. 

Mr Vitalii Shmarov, deputy 
prime minister responsible for 
the defence industry, says : 
“We cannot just allow all of 
this tremendous technological 
potential to die. If we do, our 
country will be reduced to the 
level of a third world nation.’' 
Mr Shmarov wants to allow 
some factories to carry on 
making arms to sell abroad, 
and at the same time to subsid- 
ise others so that they can 
switch to high-tech manufac- 
turing. 

However, Ukraine’s parlous 
financial condition means the 
government’s room for man- 
oeuvre is extremely limited. 
Economically, it cannot afford 
to keep paying the credits; 
politically it cannot afford to 
stop them. 

The Malyshev tank factory 
in Kharkiv, which makes the 
sophisticated Soviet T-84 tank, 
illustrates the squeeze facing 
the government Before the col- 
lapse of the Soviet Union, 
arms, principally tanks, 
accounted for 70 per cent of the 
plant’s output. But Mr Hennadi 
Levchenko, manager, says that 


since the first quarter of 1992 
he has not received a single 
order from Moscow for tanks. 

Mr Levchenko and his work- 
force are trying to adapt they 
have started to make motor- 
cycles and machines designed 
to extinguish oD-weH fires. The 
latter are tanks with water 
cannon mounted where the 
gun turrets would normally be. 
So far, sales have not covered 


‘I do not care If 
I’m selling a tank 
or a toy. What 
matters is people 
wanting to buy if 


costs. Mr Levchenko, who has 
kept a big stained-glass ham- 
mer and sickle in the foyer of 
his factory, admits : “Our civil- 
ian products are only bringing 
us losses." 

So how is the Malyshev foe- 
lory surviving? “We live on 
credits.” Mr Levchenko con- 
cedes, estimating his factory’s 
total 1993 debt at 12bn Ukrai- 
nian coupons (SI -5m), most of 
it borrowed from the govern- 
ment at an interest rate lower 
than inflation and unlikely 
ever to he repaid. 


Even though the Malyshev 
factory is in the red and oper- 
ating at just over half tts 
capacity, it maintains a work- 
force or 25.000. Mr Levchenko 
is proud of providing his work- 
ers with 19 daycare centres, a 
recreation building and two 
holiday health spas. He com- 
plains that the government has 
not given him enough money : 
to finish bnilding a sports sta- : 

rtinm 

For Mr Levchenko, conver- 
sion to ram-military production 
is a waste .of time anyway. His 
main aim is to keep his work- 
force intact until the govern- 
ment decides to build more 
tanks, preferably for countries 
in the new Commonwealth of 
Independent States. 

He wishes that the Ukrai- 
nian military still fanned part 
of the Soviet armed forces. If 
the split had sot happened, as 
the Soviet Union broke op in 
December 1991, he could have 
carried on supplying the entire 
Soviet Union with tanks, he . 
says. Now. Mr Levchenko 
hopes for the day when “the 
Ukrainian army becomes a real 
army and asks our factory to 
build it some new tanks". Hie 
Ukrainian minister of defence 
should, he says, “he pounding 
his fist on the table and ■ 
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Pay laws a barrier to equality 


From Ms Kathy Sutton. 

Sir. Your report that the 
Equal Opportunities Commis- 
sion and the Trades Union 
Congress are making represen- 
tations to the European Com- 
mission about the UK’s equal- 
ity pay protection highlights 
the fact that UK law fails to 
guarantee fair and decent 
wages for women (“Brussels 
asked to rule on Britain's equal 
pay laws”, August 24). 

Throughout the 1980s and 
into the 1990s the government 
has tried to deregulate pay and 
employment conditions with 
policies that have dispropor- 
tionately affected and discrimi- 
nated against women, who 


make up the majority of people 
working in undervalued, low- 
paid and low-status jobs. 

Over the same period Euro- 
pean equality legislation has 
enabled women to challenge 
deregulation and gain impor- 
tant new rights that have 
helped them on the road to 
being treated equally in the 
workplace - equal pay for 
work of equal value, equality 
in retirement and redundancy 
ages and, most recently, the 
right to decent compensation 
in cases of sex discrimination. 

The government argues that 
it is creating opportunities for 
women. Bat each time it is 
forced to take action by Europe 


then? has been no discernible 
direct effect oft the levels df 
women’s employment. Indeed 
following the introduction of 
the Equal Pay . Act, women's 
employment actually rose. - 
The government’s ^r gi w nimts 
are designed to disguise its 
opposition to policies that 
attack the widespread under- 
valuing of women's skills and 
contribution to the workplace. 
As wise employers know and 
understand, those are the, poli- 
cies of yesteryears. . 

Kathy Sutton, 

Pay Equity Project, ... 
c/o Liberty, 

21 Tabard Street, \ .. 

London 


Tackle new standard before it hurts 


From Dr AS Heame. 

Sir. Peter Carty highlights 
the bureaucracy likely to be 
created by BS7750 (“Struggling 
with new standards". August 
24). The bureaucracy will be 
particularly severe for small 
and medium-sized companies. 
Rather than increasing their 
Lnternational competitiveness 
it could decrease it. as a direct 
result of increased administra- 
tion costs. 

Perhaps this would be 
acceptable if it led to improved 
environmental performance. 
But this is not the case: the 


best we can expect is improved 
monitoring of environmental 
performance. 

The UK government is con- 
sulting about both BS7750 and 
its European Community vari- 
ation, tbe environmental man- 
agement and audit scheme! 
However, the assumption is 
that the bureaucratic route to 
improving environmental per- 
formance has an important 
role to play. 

Tins seems an unnecessary 
dilution of the government’s 
attempt to relate the environ- 
ment directly to the maricst- 


place. This can and should be 
done rather than allowing the 
the acc r editat ion and certifica- 
tion industry (which indudes 
the British Standards Institu- 
tion) to add a farther level of 
non-productive costs to our 
hard-pressed businesses. 

Let’s deregulate this one 
before It does any harm. 

A S Hearne, . .• : / • 
managing director, 

RPS Group. 

Centurion Court, 

85 Milton Park. 


Oxfor dshire 0X14 4RY 


Smithson 

obituary 

insensitive 


Prom Mr Leonard Manasseh. 

Sir. Your architecture corre- 
spondent, Colin Amery, does 
himself no credit with his obit- 
uary on Alison Smithson ("A 
brutalist partnership dis- 
solves". August 23). 

It is not so much an obituary 
as a continuation of his famil- 
iar polemic. 

It is true that Mr Amery 
recognises and pays tribute to 


Political differences are impeding European monetary union 


From Mr RE Campbell 
Sir. What a dispiriting article 
by Christopher Johnson (“Still 
on track for a single currency”. 
August 23). He sees the 
achievements of the exchange 
rate mechanism as reducing 
inflation, giving banks windfall 
profits during tbe recession 
and providing the backdrop to 
the demolition of trade barri- 


ers. 


His third point perhaps has 
some merit but I would prefer 
to attribute the welcome 
moves to the single market to 
affluence in the 1980s and polit- 
ical unity. Trade language has 
stiffened as growth has slowed. 
It is true that inflation in the 
European Community' - Ger- 
many excepted - has been low 
in recent years, as it has all 
over the developed world. But I 
do not accept Mr Johnson's 
implication that, without the 
ERM, we would have high 
inflation in Europe. Inflation in 


tiie UK was worsened by the 
shadowing of the D-Mark, as 
was tbe recession by entry into 
the ERM and the two farther 
years of high interest rates. 
The deflationary pressure of 
high real Interest rates in a. 
recessionary environment in 
France, Scandinavia and tbe 
Benelux countries, required by 
the ERM. has been damaging. 

Mr Johnson’s second point is 
incredible. I am not averse to. 
traders making currency prof- 
its, and it was certainly true 
that the UK banks, in particu- 
lar, needed profits in order to 
rebuild balance sh e et s and pre- 
vent monetary growth from 
stalling. ... 

However. I am not sure large, 
random cash transfers into the 
market from central banks are 
a rational policy response. A 
main beneficial medium-term 
impact or a fixed exchange rate . 
system fa competition on infla- 
tion rates, yet the policy thrust 


of Mr Johnson's article is to 
recommend a move to fixed 
real exchange rates. 

It fa sad that, after the dam- 
age caused by an ERM operat- 
ing in conditions of world 
recession- and divergent EC 
economies, , one can stiH read 
that “the case for one market 
one money is as strong as 
ever". Surely it should be clear 
that, without political union, 
as m the US. monetary union 
is neither sustainable 
desirable?- 
RHCampbell 
50. Leamington Road Vinos 
London Wll 1HT 
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Frm Mr Tony Hockley. 

Sir, Christopher Johnson 
proposes another half-baked 
scbenM for monetary union in 

response to the conapseoftiS 
previous one. m ™» 
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Tony Hockley, 

2 Marsham Court 
Horsham Street 
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demanding money for new 
weapons"- . , . * 

Such views are shared by 
other managers of defence- 
nUnts in eastern and southern 
Ukraine, where many of the 
region’s leading designers and 
manufacturers of nuclear 
weaponry are loca ted. S ome 
western observers suggest ttey 
are lobbying for a nuclear 
Ukraine. Mr Martian BUinsky, 
a British international affairs 
academic, says: “Can you 
imagine the feelings of loss of 
prestige of factories switching 
from malting some of the bat 
military technology in tie 
world to making ico-cream 

machines?” 


n the south, in the city’of - 
Dnipropetrovsk, workers- 
who once built inter-conti- 
nental ballistic missiles, 


for which Mr Eisenberg’s ^ 


enterprise designed the guid- 
ance systems, are now prodttt- 
ing- machines to dry rose petals 
for perfume. Further west in 
Mykolaiv. near the Black Sea, 
the shipyard that produced all 
of the Soviet Union's airmft 
carriers is switching to oil 
tankers - which are marc 
lucrative but considered so 
easy to build that the factoiy 
manag er dismissively refers 
to them as “mere empty 
bores”. 

But despite the reluctance of 
many farmer arms makers to 
change either their products or 
their methods, there fa a 
grounds well of private enter- m 
prise which is gaining momen- ~ 
turn. 

It Is being prodded along by 
men like construction com- 
pany owner Mr Stepan Erdik, 
who ro«nkg there could- be a 
western market Cor the 
Malyshev factory's four-wheel 
motorcycles. He .has found a 
western partner, and they are 
buying 1,000 vehicles to sell in 
the UK and North America. 

Although Mr Erdik, whose 
primary business is building 
houses and. offices, has only 
300 employee?, in contrast with 
Mr Levchenko’s 25.000, it fa the 
forme if who fa providing the 
finance for some imported 
motorcycle .parts. He also foots % 
tiie . bill when Mr Levchenko 
travels to trade fairs in the 
west :. 

Mr Erdik. does not share Mr 
Levchenko's nostalgia for 
Ukraine's once mighty defence 
rector. “What fa conversion?" 
he asks rhetorically. “It fa 
when factories that made 
goods which were not needed 
by the' people are forced to 
asafce goods which the people 
want. L do not care, if I am 
selling a tank or a toy. Wkal 
matters to me is whether peo- 
ple want to buy if." 


the Economist group of build- 
ings, but tbe remainder of the 
article reveals his visceral 4F 
beliefs. 

Mr Amery’s right to his opin- 
ions and to air them is not in 
Question, but the brutal insen- 
sitivity of the headline and or 
the photograph illustrating his 
piece were less than chival- 
rous. 

There must be hundreds of 
Photographs of the Economist 
building. The selection, which 
ran hardly have been acciden- 
toL of a view taken through a 
fish-eye lens, with its ludicrous 
rostortton, make his praise of 
roe buildings seem a little hnl- 

Would that Alison were here 
to respond. 

Leonard Manasseh, 

London WiVODs 
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A moment for 
truth in Bonn 


TODAY’S meeting in Bonn 
between Mr Edouard Balladur. the 
French prime minister, and Chan- 
cellor Helmut Kohl of Germany is 
a moment for sober reflection on 
the troubles at the heart of the 
European Community. Because 
this is their first encounter since 
the storm that blew down the 
exchange rate mechanism, mone- 
tary matters will undoubtedly 
loom large. With the two countries 
still at odds over agriculture so 
will the EC's position in the Uru- 
guay round of multilateral trade 
negotiations. With Bosnia burning 
and the European Community’s 
role there under a deepening 
shadow, the two leaders may find 
time to fret together about the for- 
mer Yugoslavia. 

But there is more at stake today 
than these individual issues. It is 
time for the French and German 
governments to take a more fun- 
damental look at the strengths 
and weaknesses of their relation- 
ship, and to talk frankly about 
their interests - both where they 
coincide and where they d i ve r ge. 

Nobody should underestimate 
the underlying strength of the 
Franco-German . partnership. 
Taken individually, the issues that 
divide them are still relatively 
minor compared with what they 
have in common. Divisions over 
multilateral trade cannot detract 
from the economic integration 
that has made each the other's 
largest trading partner by far. Dis- 
harmony over exchange and inter- 
est rates should not eclipse the 
two governments' shared desire to 
proceed towards a single currency. 
Neither these disputes nor frLctkm 
over foreign policy can call into 
question the role of the Bonn- 
Paris axis as the driving force of 
the European Community. On the 
contrary: when the relationship 
comes under stress, the instinctive 
reaction in both capitals has long 
been to close ranks. 

Unflappable Balladur 
That is one way of reading the 
events since the collapse of the old . 
ERM. Despite the widening of cur- 
rency trading hand* the ineffably, 
unflappable Mr Bahadur has gone 
about his business as if little has 
changed, with a downward tweak 
of interest rates here, a suggestion 
of closer economic policy coordi- 
nation there, and tire occasional 
diatribe against currency specula- 
tors. The Bundesbank, having 

Nasa lost 
in space 

THE NASA scientists listening 
with increasing desperation' for 
radio signals . from their Mars 
Observer spacecraft realise that 
much more is at stake than the 
$lbn mission to study the red 
planet Failure to make contact 
with the silent probe would be a 
crushing blow to future missions 
to Mars, which had been designed 
to use Observer for communica- 
tions and/or for spatting promis- 
ing places to land on the planet’s 
surface. More generally, an 
Observer write-off, following a 
string of otter technical and man- 
agerial disasters, would raise the 
most fundamental questions about 
the US space agency and the man- 
agement of its SMbn-a-year bud- 
get. 

Nasa's morale has never fully 
recovered from the 1986 Chal- 
lenger disaster. The manned shut- 
tle programme is still plagued 
with technical problems. Several 
scientific missions, including the 
Hubble space telescope, are per- 
forming below par. Ami poor lead- 
ership has left Nasa's plans to 
build an orbiting space station in 
disarray; Congress may yet kill 
the project. 

One part of the agency' is still 
winn ing well, its public relations. 
But even a PR machine that 
makes the most of every opportu- 
nity - for example, trumpeting 
fuzzy pictures from the space tele- 
scope as breakthroughs in o ur 
understanding of the universe - 
cannot disguise the fact that Nasa 
needs radical reform. 

The problem is that the gung-ho 
Nasa of the 1960s. geared up to 
beat the Soviets to the moon and 
then the planets, has grown into 
an elaborate bureaucracy. Its 
senior managers, including sev- 
eral astronauts from the glory 
? days, tend to be more interested in 
< running multi-billion dollar mega- 
I projects than cost-effective sden- 
! title missions. The emphasis 
• is on technology rather than 
science. 


cheekily urged its partners not to 
cut and run after the debacle that 
it helped to provoke, may (just 
may) oblige with a half-point cut 
m the discount rate today, 
rambling both countries to pretend 
that they are on course together 
for the second phase of Emu. Har- 
mony will be restored, and the 
French will top it off - at a price - 
with a promise to co-operate over 
the Blair House agreement with 
the US on agricultural subsidies. 

Franc fort 

The problem is that these agree- 
ments, like many that have pre- 
ceded them, will deal with the 
symptoms of the malaise, not the 
cause. On the monetary front in 
particular, Mr Balladur 1 s under- 
standable reluctance to admit the 
demise of his frxmc fart policy still 
leaves him performing an awk- 
ward balancing act between the 
needs of his domestic economy on 
the one hand, -and the dictates of 
European policy (and French 
self-esteem) on the other. The for- 
mer cries out for lower interest 
rates; the latter appears to dictate 
a floor under the exchange rate. 
And if he continues to insist on 
subordinating the former to the 
latter, he will depend as much as 
ever on the whims - and per- 
ceived domestic policy priorities - 
of the Bundesbank. Sooner or 
later as the political temperature 
in France rises, the two impera- 
tives seem bound to collide. 

It is undoubtedly a horrible 
dilemma. What it - and the 
accompanying political clamou r in 
Paris - underlines is the way in 
which the balance of power 
between France and Germany has 
shifted since German unification. 
For all his public poise, Mr Balla- 
dur is crossing the Rhine today 
essaitially as a supplicant It is 
Germany, more than France, that 
now has real policy choices in 
Europe; and as the ERM debacle 
illustrates, post-unification Ger- 
many will sometimes choose to 
subordinate the needs of European 
co-operation to the Interests of 
combatting inflation at home. 

The underlying problem in the 
Ftanco-German marriage is that 
the two countries have yet to con- 
duct a full and frank discussion of 
bow their European, ideals relate 
to. their national interests. If 
today’s meeting helps to clarify 
that fundamental question, it win 
have served a useful purpose. 


ble for manned activities - the 
shuttle and science station - and 
for promoting space technology. 
But the agency has too many 
defenders, in congress and the 
aerospace industry, who would 
fight to prevent anything that 
looked like a break-up. 

So the overhaul has to take 
place within Nasa's current 
boundaries. The first requirement 
is to make sure that space explora- 
tion is really led by science rather 
than the internal agenda of Nasa 
managers. That means giving sci- 
entists outside the agency, partic- 
ularly from universities, more say 
in its pr o grammes. The practical 
result is likely to be a larger num- 
ber of smaller, more flexible - and 
more imaginative - missions than 
Nasa is planning today. 


Radical solutions 

Given the reality of Washington 
politics, the most radical solutions 
are not feasible. It might make 
sense, for example, to remove the 
space science activities, such as 
observatories and planetary explo- 
ration, from Nasa and fold them 
into the National Science Founda- 
tion. Nasa would then be responsi- 


Intemational plans 

Secondly, Nasa must change its 
mentality more quickly from a 
national space agency to a partner 
in international programmes. 
Progress is being made. This sum- 
mer a three-way collaborative 
project was announced: a gamma- 
ray observatory called Integral 
that will cany a US instrument on 
a European satellite, to be 
launched by a Russian rocket in 
2001. It is the first mission 
designed from the start to involve 
Nasa, western Europe and 
Russia. More would be welcome. 

The European Space Agency's 
science programme, known as 
Horizon 2000, is indeed looking 
increasingly attractive to some 
Americans as a model for Nasa. 
Although a dozen European 
nations are involved. Horizon 2000 
is less bureaucratic than Nasa's 
big-is-best space science pro- 
gramme, and it is more open to 
outside participation. Another 
great advantage is that Esa pro- 
jects, once approved, have far 
more stability of funding than 
similar Nasa missions, which suf- 
fer frequently in Washington's 
annuai budget battles. 

If Observer remains lost in 
space, the lesson will not be to 
give up missions to Mars but to 
stop putting Slbn into a single 
interplanetary basket Indeed the 
likely scientific dividends would 
justify sending an international 
fleet of spacecraft to observe all 
the planets in our solar system. 
But they need not be grandiose 
Nasa-styie craft 


A s the UK’s fruit-picking 
season gets under way, 
the pretty apple 
orchards of Kent and 
Sussex are teaming with 
what the inland Revenue calls the 
"ghosts" and “moon lighters" who 
make up Britain's blooming hidden 
economy. 

These phantom employees, for 
whom the Revenue has no records, 
work not just in agriculture, but as 
waiters, cleaners, salesmen, mini - 
cab drivers and decorators. They 
have one thing in common: not a 
penny of their earnings finds its 
way to the exchequer. Their com- 
bined efforts make up the UK's 
informal or hidden economy - legit- 
imate economic activity that is not 
declared for tax. 

For a government tha t is looking 
at all areas of public spending to 
find possible cuts or extra revenue, 
the informal sector would appear to 
provide rich pickings. Mr Peter Lil- 
ley. social security secretary, has 
raised his cabinet profile with a 
summer campaign aimed at saving 
£lbn by stopping the “selfish 
crimes" of social security fraud- 
sters. Stepping up efforts to crack 
down on tax evasion would seem 
the logical corollary. 

Biit the absence of accurate fig- 
ures on the size of the black econ- 
omy - by definition the transac- 
tions involved are not declared - 
makes it impossible for the govern- 
ment to judge the tax losses 
involved. Moreover, the sums 
involved in each case of tax evasion 
are usually petty. And so. although 
it would not want to give the 
impression that it is lax in combat- 
ting tax evasion, the Revenue some- 
times turns a blind eye, focusing on 
those areas where the returns are 
potentially greatest 
“There comes a point where it is 
not worth our while to chase evad- 
ers," said an Inland Revenue 
spokesman. “We don't go for totally 
stupid amounts of money. If some- 
body makes a £50 profit out of rent- 
ing their drive to people with cars 
during the Wimbledon champion- 
ship, we are not interested.” 

The Revenue cannot afford to be 
too complacent, however, because 
the number of people making up 
the hidden economy has almost cer- 
tainly grown in the past few years. 

Several factors might explain an 
expansion: 

• An unemployment rate of 10.4 
per cent which has forced people to 
be more enterprising in the ways 
that they earn money. 

“There are clearly people who 
cannot get jobs in the formal econ- 
omy but who are interested in sup- 
plementing what they can get 
through social security,” says Mr 
Stephen Smith at the Institute for 
Fiscal Studies. In the last financial 
year. Department of Employment 
inspectors carried out more than 
260,000 investigations into people 
who were claiming unemployment 
benefit while also working. 

• The pressures on companies dur : 
ing a recession to collude with 
employees and encourage them to 
sign on as unemployed while pay- 
ing a low wage to top-up state bene- 


T om Winship. investiga- 
tions manager of the 
Inland Revenue Compli- 
ance Unit in Slough, 
believes that most people are basi- 
cally honest and willing to pay 
their taxes. “We are not Is the 
business of putting people out of 
business. We just want people to 
join our club mid be contributors,” 
he says. 

His team of four officers is one of 
the few branches of the Civil Ser- 
vice that can show a financial 
return on its activities. For every 
£1 spent it collects £5 from tax 
evaders. 

“People are apprehensive of os 
but we do generally try to be 
understanding," be says. “We don't 
seek to crush people to death. After 
all nobody likes paying tax and we 
don’t get a discount because we 
work here.” 

Winship’s team pursues unpaid 
schedule D Taxes - those levelled 
on the self-employed. Slough has 
between 8.000 and 9,000 people reg- 
istered to pay schedule D, and the 
office investigates about 1,000 sepa- 


The UK's blooming informal economy poses a taxing 
dilemma for the government, says Emma Tucker 

The temptations 
of forbidden fruit 



fits. The Revenue believes such 
behaviour is more common among 
smaller companies. “Some compa- 
nies might find it easier to survive 
by slipping over the boundary of 
legitimacy, ” says Mr Madsen Pirie. 
president of the Adam Smith insti- 
tute, the free market think tank. He 
adds: “During a recession you 
would expect the percentage of 
informal activity to increase as a 
proportion of the total as some mar- 
ginal legitimate businesses go by 
the board.” 

• Changes to the structure of the 
labour market, including a move 
towards more part-time, low-wage, 
service sector jobs. More flexible 
working practices mean it is easier 
for employers to take on workers on 
an informal basis. Caterers, for 
instance, could be paid in cash, but 
employing a car production-line 
worker in a large factory would 
entail an employer Ttlling in official 
paperwork. 

In spite of these factors, however, 
tax compliance remains relatively 
high in the UK. compared with 


other European counfries such as 
Italy and Greece. The Revenue says 
the widespread use of the Pay As 
You Earn system, which is adminis- 
tered by companies on behalf of the 
Revenue, makes it difficult for most 
people to influence their tax bill. 
Out of 24.5m taxpayers in 1992-93, 
about 21m were on PAYE. Econo- 
mists and tax collectors say the sim- 
plification of the tax system and the 
reduction of tax rates over the past 
10 years may have made it harder 
and less worthwhile to evade tax. 

At the same time, while the num- 
ber of people involved in the hidden 
economy has probably grown, the 
value of the sector has been con- 
strained as much by tbe recession 
as legitimate activity. “There may 
be more people offering to tarmac 
drives, but there will be fewer peo- 
ple accepting," says a Central Sta- 
tistical Office statistician. 

Estimates of the size of the infor- 
mal economy must take account of 
this confusing picture. Some Euro- 
pean countries make explicit adjust- 
ments to their national accounts to 


Rich pickings from the public 

Richard Donkin on the role of Revenue investigators 


rate cases of suspected evasion in 
that tax category every year. 

“Many of our inquiries arise from 
telephone calls from informants 
and anonymous letters,” says Bev- 
erley Stainer, a member of the com- 
pliance unit. Her job is to develop 
and follow np leads by making 
house inquiries. 

She also looks at specific occupa- 
tions. One that tends to attract 
scrutiny is taxi operations. Lists of 
licence holders are obtained from 
the local authority by the unit and 
names are checked against lists of 
operators provided by local taxi 
companies. 

The Revenue officers use various 
profit and turnover statistics to 
check the purported income of busi- 
nesses, from public houses to taxis 
and cleaners. These are collated on 
a district bans and help the officers 


decide whether tax might have 
been unpaid. 

“A taxi driver, for example, will 
always claim back his fuel costs, 
and we can compare those against 
bis takings in his accounts," says 
Winship. This makes it risky for 
drivers to carry passengers without 
using their meters, and then claim 
back the cost of the fuel used on 
the journeys. 

Licensed traders can also be a 
fruitful area for the compliance 
officers, according to the team. 
Market stall holders and food- 
hawkers are regularly checked. 

Moreover, the team monitors tbe 
classified advertisements of local 
newspapers, which might feature a 
rental property or advertise the ser- 
vices of home entertainers, such as 
a magician or clown for children’s 
parties. 


“We can then check the name in 
the advertisement against our data 
base which lists the names and 
addresses of each of the 24.5m peo- 
ple in the UK who pay tax. If the 
name does not appear, the investi- 
gation begins," says Stainer. 

Sometimes individuals are 
referred to the office by tbe police. 
One referral involved a man prose- 
cuted for drug trafficking and 
found not guilty. He told police 
that the £20,000 in Scottish £20 
notes they found stored under bis 
bed had been legitimately earned. 

When the man walked free from 
court, police made sure his earn- 
ings were notified to the tax office. 
“We accepted his story and came to 
an arrangement whereby all the 
£20,000 was paid as tax,” says Win- 
ship. 

In another case, a man who had 


the black economy at between 3 per 
cent and 5 per cent of GDP, based 
on research into consumer spending 
in areas where such activity is prev- 
alent. for instance painting, decorat- 
ing, cleaning and gardening. 

He says that even if as much as 
half of all consumer spending on 
such services goes into the pockets 
of those failing to pay tax, the size 
of the hidden economy would 
amount to no more than 5 per cent 
of national output. 

The Revenue, however, thinks 
that figure is too low. It attributes a 
value of between 8-8 per cent of 
GDP to the black economy, or np to 
about £50bn. “This is tbe best esti- 
mate that we have been able to 
come up with.” said a spokes- 
woman. “It is a wishy-washy gues- 
stimate.” 


I 


f the revenue's figures are 
broadly correct, it is recoup- 
ing only a fraction of the 
sums lost to the hidden econ- 
omy. The special investiga- 
tions unit of the Inland Revenue 
responsible for targeting the 
“ghosts" and “moonlighters” that 
make up tbe informal sector col- 


re fleet the value of informal activi- 
ties. In Italy, for example, the offi- 
cial estimate of the informal econ- 
omy is about 16 per cent of GDP. 

In the UK the only indicator the 
CSO can offer is its so-called “eva- 
sion" adjustment, the difference 
between GDP measured by expendi- 
ture and GDP measured by income 
and used to balance the national 
accounts. But the CSO does not pre- 
tend that it gives an accurate pic- 
ture of the size of the hidden econ- 
omy. “We have enough trouble 
trying to get the formal structures 
of the economy to add up. without 
having to worry about the hazy 
parts," a spokesman said. 

Currently, the "evasion adjust- 
ment” is equivalent to about l' « per 
cent of total GDP, amounting to 
some £7.4bn in 1992. Government 
statisticians consider that figure an 
understatement of the extent of 
informal activity. 

Estimates by independent econo- 
mists are probably more accurate 
but are still open to doubt. Mr 
Smith, of the IFS, puts the value of 


earn amounts to the sort of sums in 
which the Revenue is interested. 


never paid a penny of tax found he 
was suffering from a terminal ill- 
ness and came voluntarily to tbe 
office. His life-savings of £60,000 
were tied np in the value of his 
house. A tax assessment was 
arrived at to pay over the whole 
amount and both parties parted 
amicably. 

The investigators are not always 
successful, however. They discov- 
ered one boss of a manufacturing 
company who wanted to spend 
£15,000 on new machinery. His 
accountants told him be could not 
afford it but be told them he had 
some cash tucked away that the tax 
man did not know about The man 
was warned by his accountants 
that the purchase would be queried 
by the inspectors. 

Winship says: “When we asked 
him bow he came by tbe money he 
said be fonnd it in a paper bag on 
the bos'. As proof he produced a 
receipt from the police station 
where he had handed in the pack- 
age and from where he retrieved it 
when it was unclaimed. We 
believed him and moved on.” 


Observer 


Put out to 
Grasse? 

■ What will Nigerian military ruler 
General Babangida do when he 
relinquishes power? 

There have been reports in the 
French press that he has already 
bought a property on France's Cite 
d'Azur for around. FFrlQm. It's a 
villa near Grasse standing in three 
hectares of land and was built In 
a Moorish style in the 1850s. Queen 
Victoria once stayed there. 

However, old Africa hands play 
down the significance of any such 
purchase in terms of what It says 
about Babangida’s future plans. 

For a start it is standard practice 
for beads of state both in and out 
of work to buy properties in stable 
countries like France, and several 
have second homes on the Cdte 
d'Azur. 

It doesn’t necessarily mean be 
pan given up all political ambition. 
One need look no further than 
Zaire's president Mobutu, who has 
several properties in France and 
Switzerland and has turned out 
to be one of Africa's great 
survivors. 


Holy round 

■ Now that lust has Med from 
the headlines, fear of 
unemployment seems to be the 
number one concern troubling 
Ireland’s priests. 


There are just too many of them. 
“Let’s face it,” writes Father 
Brendan Hoban of County Mayo 
in a magazine for priests, “many 
priests wake up in the morning 
wondering how they are going to 
pass the day.” 

Clergy line up to say a few words 
at wedding receptions and death 
notices are desperately scanned 
to find a funeral to attend. 
“Everywhere we go now. we are 
tripping over each other,” continues 
Hoban. 

“Most of us seem to spend our 
time answering invitations to social 
functions, breeding horses, training 
juveniles, celebrating jubilees, and 
pricing cars. 

It's becoming almost impossible 
to get a game of golf on the clergy 
circuit” 


Uninitiated 

■ If the government is planning 
yet more intensive publicity for 
the citizen's charter, the closest 
John Major has come to a Big Idea, 
it should start with its own civil 
servants. Independent research 
released yesterday shows that 15 
per cent of public-sector employees 
have still not heard of it 


Cutting the coat 

■ Does Naim Attaflah, publisher 
and Asprey’s boss, have a better 

eye for clothes than Martin. 
Taylor, Courtaulds Textiles' 



‘Mr Jackson would like to 
deny he's bad’ 

outgoing chief executive? 

When Courtaulds pulled the plug 
on thirty-something society 
couturier Arabella Pollen's business 
in May - after backing it for three 
years - Taylor's Image took a rare 
knock and the British design world 
was plunged into deep gloom. 

Now it is the turn of one of the 
very few other youngish British 
designers, 32-year-old Tomasz 
Starzewski, who has weathered 
the recession to see Attailah's 
luxury goods group buy up a 
controlling share. 

Actually, the well-connected 
Pollen, whose father was the former 
bead of Sotheby's in the US. also 
came to the attention of the ever 


chivalrous publisher when she 
started over a decade ago. 

But they parted company and 
his eye has turned to Starzewski. 
a first generation Polish immigrant 
who took his first step on tbe ladder 
from above a Fulham fish and chip 
shop in which he sewed and slept 
But then a hard-nosed businessman 
like Attallah is no snob. 


Fit for action 

■ Watch out David Lloyd, tbe 
fading tennis star who has built 
a £X00m leisure centre business: 
the Beckwith boys are back in 
business. 

Old Harrovians Peter and John 
Beckwith, who made an estimated 
£80m by selling their property 
empire to the Swedes at the top 
of the market, have decided to 
reinvest some of thetr fortune in 
leisure. 

They have bought back the 
upmarket Riverside Racquet Centre 
(annual fee over £1,000 and a 
waiting list of six months) plus 
a couple of health clubs in the City 
from the Swedish owners to whom 
they sold them. They plan to 
develop a Large leisure group to 
take advantage of the upturn in 
the economy. 

No word on the price, but the 
business is thought to he malting 
£1.2m a year and seems amazingly 
recession-proof. Indeed, chief 
executive David Haslam, who does 
the talking for the Beckwiths, says 
one of his members had his house 


repossessed but refused to give 
up his Riverside membership. 

Just the sort of tale one might 
expect from a property developer. 


Ritz blitz 

■ A word of warning to Simon 
Stevens, who has just departed 
Invesco for the calmer waters of 
Carnegie International, London 
arm of the Swedish brokerage 
operation: decline any invitations 
from group chief executive Lars 
Bertmar for breakfast at the 
Ritz. 

Back in November 1991. Carnegie 
International's senior management 
troika had been looking forward 
to talking business, if not money, 
with their new big boss over the 
scrambled eggs. 

Imagine their surprise when, 
instead of Bertmar. in walked his 
lawyer to serve them with d i smissal 
notices. Bertmar, who said the idea 
was to indicate that he was “hands 
on”, has been in charge of London 
ever since. Obviously, he now feels 
that in Stevens he has found an 
executive who will allow him to 
take his “bands off" London, for 
the moment at least. 


New twist 


■ American tourist overheard in 
a London hotel bar: “Perrier and 
water, please." 

Barman: “Would you like lime 
in it?” 
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WORLDWIDE EXPEKTIS- 


Finance formula for £250m regional aircraft venture near completion 


Taiwan and BAe close to deal 


By Daniel Green in Taipei 

TAIWANESE OFFICIALS and 
British Aerospace appeared last 
night on the verge of saving the 
proposed £250m ($372m) joint 
venture to build regional jet air- 
craft which is central to BAe's 
efforts to improve profitability. 

An agreement on a new finan- 
cial structure for the venture 
could be signed as early as today. 

The project, called Avro. stal- 
led last month after some Tai- 
wanese banks lending money 
became worried about whether or 
not it would be profitable. Avro 
will produce the RJ series of 
regional jets which currently 
loses money for BAe. 

Mr John C ahill, BAe's chair- 
man. and a team of four senior 
executives have been in Taiwan 


German rate 
cut hopes 

Continued from Page 1 


bank, has made clear that both 
money supply and inflation are 
central to interest rate decisions. 

According to yesterday’s provi- 
sional figures, the annual rate of 
inflation was down &om 4.1 per 
cent to 4 per cent in North Rhine- 
Westphalia; from 4.S per cent to 
42! per cent in Hesse, and from 
42! per cent to 4 per cent in Bav- 
aria. Prices in the state of Baden- 
Wdrttemberg, however, rose from 
42! per cent to 4.3 per cent. The 
state month-on-month figures 
were barely changed. 

Shares rose on the Frankfurt 
market after news of the drop in 
inflation in Bavaria, but markets 
were closed by the time the other 
states had reported their less 
optimistic figures. 

Officials in Germany yesterday 
warned that the apparently sharp 
fall in Hesse's annualised rate of 
inflation was because of sharp 
rent increases in July 1992 drop- 
ping out of the calculations. 

Economists said the degree to 
which the Bundesbank council 
members believed a turning 
point for inflation had been 
reached would be one key to a 
decision on interest rates at its 
meeting today. 


since Monday trying to reassure 
Taiwanese bankers and politi- 
cians and negotiate a formula for 
the deal. 

Few details of a new financial 
structure were available last 
night although it will almost cer- 
tainly not include government 
guarantees for the loans, said Mr 
Yang Shih-Chien, vice-minister of 
economic affairs, who has been 
closely involved in the talks. 

The solution could involve 
spreading risks to Taiwanese 
banks based abroad. 

ft is also likely to include mea- 
sures involving lease finance for 
aircraft built by Avro. The cau- 
tious approach of Taiwanese 
banks has been prompted partly 
by their unfamiliarity with west- 
era leasing techniques. 

At least one other of the prob- 


lems blocking a final agreement 
also appears to have been 
resolved. Taiwan has backed 
down from insisting on guaran- 
tees that a new generation of 
regional jet aircraft would be 
developed by Avro. 

Instead, a decision to proceed 
will be taken only after the com- 
pletion of market research aimed 
at assessing the number and tim- 
ing of potential sales, the design 
likely to sell well and economics 
of establishing production lines. 

Some problems would remain 
however. Taiwanese bankers and 
politicians want stronger guaran- 
tees that BAe would transfer 
some technology, design and 

man ufact urin g s kills to Taiwan 

The Ministry of Economic 
Affairs has made it clear to 
potential foreign partners that 


Taiwan wants to progress beyond 
tbe manufacture of high technol- 
ogy components to their integra- 
tion into finished products. 

Mr P.K. Chlang, economics 
minister has said that resolving 
the remaining issues would still 
“require some time”. 

The original deal to establish 
the joint venture was signed in 
January by Mr Cahill and Mr 
Denny Ko. the president of 
Taiwan Aerospace Corporation. 

Initial markets for both new 
and existing aircraft types would 
be Taiwan's domestic airlines, 
with which TAC is “well con- 
nected”, said the TAC senior 
vice-president. Other potential 
markets are the fast-growing 
south-east Asia and China. 

Taiwan link. Page 2 


UN aid convoy gets through 
to lift the siege of Mostar 


By Our Foreign Staff 

THE United Nations appeared to 
have finally broken through the 
siege of Mostar yesterday, after 
an aid convoy was reported to 
have reached the city. 

The UN High Commissioner for 
Refugees said that Croat forces 
had allowed 27 trucks to enter 
the city, where some 55.000 Mos- 
lems have been trapped for more 
than two months with little food. 

UN officials had earlier 
annnnnrfiri that the aid mission 
bad been called off for the day, 
after hundreds of Croat protest- 
ers blocked its path, demanding 
further concessions in exchange 
for letting the convoys through 
to their Moslem enemies. 

The Croat forces, who have 
recently suffered a series of mili- 
tary defeats by the Moslem-led 
Bosnian army in central Bosnia, 
had demanded that aid convoys 
be stepped up to besieged Croat 
populations in the region. 

However. late yesterday even- 
ing Ms Alemka Lisinski. UNHCR 
spokeswoman in Zagreb, said 
that the 27 aid trucks had finally 
arrived in the Croat-held sections 


of the city. Nineteen trucks, car- 
rying emergency food and medi- 
cal aid, were expected to cross 
into the eastern. Moslem-held 
part of the city later. 

Meanwhile, amid signs that the 
continued tension on the ground 
could undermine the latest peace 
proposals, the Dutch and German 
foreign ministers voiced doubts 
about the plan for the ethnic par- 
tition of Bosnia. 

The warnings came after Lord 
Owen and Mr Thorvald Stolten- 
berg, the international mediators, 
held separate meetings with Mr 
Pieter Koojjmans, the Dutch for- 
eign minister, and Mr Klaus Kin- 
kel. his German counterpart. 

After 90 minutes of talks, tbe 
Dutch foreign minister indicated 
that the Netherlands remained 
concerned about the feasibility of 
implementing the peace plan, 
and the practicality of putting 
Mostar under EC control. 

ft is worried that the Moslems 
may be coming under too much 
pressure to accept the plan, 
threatening its ultimate effective- 
ness in practice. 

Mr Kinkel echoed the concern, 
indicating that he was not com- 


pletely satisfied with the latest 
proposals to divide Bosnia-Her- 
cegovina into three ethnic-based 
regions. "We will wait and see 
what decision Bosnia’s three par- 
ties reach.” The European Com- 
munity is expected to delay any 
formal decision on whether to 
accept the peace plan’s proposal 
that it take over administration 
of Mostar until all three parties 
to the Bosnian conflict make up 
their minds on the plan as a 
- whole. 

“I don't think the 12 will want 
to be pinned down until they see 
what the (Bosnian) parties do," 
one senior EC diplomat said. But 
there is cautious support in prin- 
ciple for the idea. 

Beyond the task of choosing an 
administrator. EC diplomats 
emphasise questions like the 
number of support personnel 
required, how Mostar would be 
policed, and where funding 
would come from to replenish the 
EC’s exhausted aid budget 

The Community appears con- 
cerned to avoid establishing a 
link between accepting adminis- 
tration of Mostar and committing 
extra troops to Bosnia. 


US blacklists China and Pakistan 


By Nancy Dunne in Washington 

THE US yesterday imposed 
economic sanctions on China and 
Pakistan, claiming that they 
dealt in sensitive missile technol- 
ogy in violation of international 
arms controls. 

• Mr Mike McCurry, the State 
Department spokesman, said the 
US would prohibit sales of sensi- 
tive technology - that with both 
military and civilian uses, as well 
as munitions - for two years to 
both countries. 

The decision is expected to cost 
US companies $400m to S500m in 
lost sales. 

The sanctions are expected to 
have little impact on Pakistan, 
which Is not a big consumer of 


such US products. 

Asked if American companies 
would be protected against their 
losses. Mr McCurry said: “No. 
That’s a significant cost that we 
pay but it reflects the seriousness 
with which we look at the issue 
of nuclear proliferation." 

Yesterday’s announcement fol- 
lowed months of disagreement 
among US intelligence agencies 
about whether China was ship- 
ping components of the M-ll mis- 
sile to Pakistan in violation of 
tbe International Missile Tech- 
nology Control Regime. 

This week tbe agencies said 
they had reached a consensus 
that the sales had taken place. 

M-ll missiles can be equipped 
with nuclear warheads and have 


a range of nearly 300 miles. 
Under US law. the Clinton 
Administration is required to 
impose sanctions for breaches of 
the missile control regime, sever- 
ity depending on the gravity of 
tbe violation. 

Retaliation might have been 
waived if considered in the 
national interest 

President Bill Clinton has 
vowed to take a strong tine 
regarding China and weapons 
proliferation. 

By choosing not to retaliate 
against Chinese exports to the 
US, he has probably contained 
the dispute, which might other- 
wise have escalated to include a 
Chinese embargo against US agri- 
culture and other US low technol- 


ogy products. 

China has consistently denied 
making illicit sales. Pakistan yes- 
terday also denied that its pur- 
chases had broken US rules. 

A foreign ministry spokesman 
said Pakistan had acquired only 
"some short-range missiles” from 
China after being attacked by 
Soviet-made scud missiles from 
Afghanistan in the late 1980s. 

“Concern for missile prolifera- 
tion does not arise from Pakistan 
but from India's extensive missile 
development programme, includ- 
ing Prithvi and Agni missile 
systems." the spokesman said. 

He said Pakistan would 
respond positively to a US pro- 
posal for talks with India to pre- 
vent a missile race. 
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Europe today 

A fronts/ zone separating warm air in south- 
east Europe from coaler air in the north and 
west will trigger thunder showers in north- 
west Spain and Portugal, along the Cote 
d’Azur, north of the Alps and over the 
Balkans. However southern Italy, Greece 
and Turkey w HI stay sunny and warm. North 
of the cold front It will be rather cool and 
cloudy with showers In Scandinavia and the 
Baltic states. 

A warm front associated with a complex 
low pressure area near Iceland will trigger 
light rain or drizzle over Scotland and 
northern Ireland. England and southern 
Ireland will be mainly dry with a few sunny 
Spells In the afternoon. 

Five-day forecast 

A frontal zone will produce widespread 
thunder in Alpine regions, the Balkans and 
the Ukraine. Greece and southern Turkey 
will remain warn *nd sunny. High pressure 
over the Atlantic will bring more settled 
weather to the British isles and the 
mainland of western Europe. Most of 
Scandinavia and the Baltic states will 
continue unsettled and cool. 
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THE LEX COLUMN 

Caradon crows 


After tbe warm reception accorded by 
the market to MB-Caradon’s purchase 
of RTZ’s industrial businesses, it 
seems churlish, to ask whether the 
company has bitten off more than it 
can chew. The deal takes it a whole 
stage further down the road towards 
becoming a specialised building mate- 
rials group. Though it is paying a fun 
price, it has managed to avoid being 
saddled with the least attractive parts 
of RTZ’s Pillar division. Yet £800m is a 
lot of money for Caradon to spend 
when its own market capitalisation Is 
only £L5bn. To absorb the goodwill it 
must seek court permission, for the 
second time in as many years, to can- 
cel the balance on its share premium 
account. Without yesterday’s rights 
issue It would hardly have had a bal- 
ance left to cancel 

This is not to say that Caradon is 
condemned to flounder. It has a good 
record in managing the recession and 
has sensibly eschewed the temptation 
to opt for a hostile bid for a company 
like PiUrington. That would have 
involved paying a premium for a com- 
pany heavily dependent on one prod- 
uct and on a weak European market. 
The stock market is dearly relieved 
that Caradon has chosen a negotiated 
acquisition of a collection of busi- 
nesses poised to enjoy tbe US and UK 
upturn. But it may also be underesti- 
mating the extent of the challenge 
that lies ahead. 

ft is easy to claim that the acquisi- 
tion will enhance Caradon’s earnings 
next year. This year’s earnings will be 
dilated by putting the proceeds of the 
sale of Its CarnaudMetalbox stake on 
deposits at low interest rates. So 
almost any acquisition would have 
enhanced future earnings. The real 
test is how skilfully Caradon manages 
to integrate the large family of Pillar 
companies and push up their margins. 
That may be easier said than done, 
especially in the North American 
building sector. 

Gearing, too, may turn out less com- 
fortable than suggested by the pro 
forma 24 per cent in yesterday’s state- 
ment Even a modest fair value provi- 
sion and cash outlay on reorganisation 
would push the figure closer to 50 per 
cent. That might prompt disposals, 
though Caradon would hardly rush to 
part with Its lucrative security print- 
ing division. Some of the other busi- 
nesses acquired as part of the package, 
such as automotive or aero-engineer- 
ing, might go. Caradon would then be 
judged even more as a pure building 
materials company. Its historic multi- 
ple of 22 makes it look cheap against 
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Redland and RMC whose ratings are 
both over 30. Its more limited recovery 
prospects mean, though, that at 336p 
the shares are hardly cheap. 

RTZ is left with a £165m exceptional 
loss and the task of disposing of the 
rump of its Pillar division. But it has 
also the satisfaction of seeing gearing 
foil to 14 per cent That will allow it to 
prospect for new investments in min- 
ing. Its hand would be even freer if the 
government goes ahead with the intro- 
duction of foreign income dividends. 
RTZ would then no longer need to 
worry about maintaining enough UK 
income to prevent a build-up of unre- 
lieved ACT. 

News Corporation 

The plan to team Bart Simpson into 
Bangkok via satellite has, if nothing 
else, restored News Corporation’s for- 
ward momentum. Before the acquisi- 
tion of a controlling interest in Star 
TV last month, its shares were 
becalmed. They have since risen by 20 
per cent, adding another leg to the 
bull run stretching back to 1991. Since 
Star is unlikely to contribute much by 
way of earnings in the near-term, that 
appreciation might seem curious. 
After two years restoring order to 
News Corp’s balance sheet, though, 
the deal has been taken as a signal 
that Mr Rupert Murdoch is feeling 
expansive. 

There is no shortage of recovery 
potential within the existing empire. 
Having driven margins higher in the 
depths of recession, UK newspapers 
should be well geared to any cyclical 
upturn in advertising. The network of 
US television stations continues to 
grow, while Fox films must surely 


come up with a blockbuster movie 
before too long. Even the investments 
in BSkyB and Ansett are starting to 
look less of a drag on earnings. But 
there is scarcely a stock mancet where 
cyclical profits recovery is not now 
fflfrgw for granted. Investors are now 
looking to News Corp for more- 

So long as equity and bond markets 
are receptive. Mr Murdoch wiu no. 
have to rely on the banks to mini nis 
amb itions. Although interest cover is 
com fortable and no large debt repay- 
ments fall due until the second halt oi 
the decade, that will doubtless te a 
relief. The Star acquisition was paid 
for with equity and cash raised from 
an issue of convertible stock. Haring 
driven the shares higher in anticipa- 
tion of the next move, the market 
should expect more of the same. 

W.H. Smith 

WJt Smith’s careful excision of Do 
It All from the breakdown of its fig- 
ures almost implies that it does not 
own tbe business. Perhaps Smith 
wishes it didn't. The red ink at Do ft 
All flowed as freely as expected, yet 
Smith’s timid roll out of its new trad- 
ing format and coyness over its impact 
hardly add to confidence. Nor is it a 
persuasive excuse that some stores are 
badly located. If the company cannot 
find another SO of its 220 sites which 
would benefit from treatment, the 
portfolio is a rag bag indeed. 

In truth. Smith's strategy for Do It 
All is a mixture of shutting the very 
worst stores, spending the minimum 
on the few certain to benefit and whis- 
tling to keep its spirits up. How long 
partner Boots will be prepared to 
indulge this is an interesting question. 
Smith is trying to muddle through, 
while hoping for a strong housing 
upturn, because the alternatives of 
closing Do ft All or heavy investment 
are simply too costly. Boots has the 
cash flow and balance sheet to take 
the strain. Smith, by contrast, would 
have seen a rise in borrowings this 
year had not freakishly strong sales in 
the last month distorted the figures. 

It is not as though prospects are 
particularly rosy elsewhere. Getting 
Waterstone's to an acceptable return 
on capital will be a protracted process. 
Virgin Megastores are proving that 
Our Price sites are simply too small, 
and the company's improbably low tax 
charge cannot last forever. Since the 
core businesses will also struggle to 
sparkle, the company must long for 
the days when it had surplus profits to 
squander cm its adventures. 


INVESTING SUCCESSFULLY 

in global equity markets 
requires a distinctive focus, 


In today’s competitive equity mar- 
kets, investors need a partner with 
only one priority: them. At Lehman 
Brothers, we believe in focusing our 
services on the customer. As a result, 
we do things differently. For example, 
we use our capital primarily to sup- 
port our customers’ investing strate- 
gies, not to trade against them. 


THE LEHMAN DIFFERENCE 

Lehman Brothers understands that 
every investor has different priorities 
and unique requirements. We also 
know that these can change. That 
is why we stay in constant contact 
with investors and take the time to 
learn about their objectives and style. 
More importantly, we listen to what 
our customers say and then act to 
tailor our serv ices to suit their needs — 
not ours. 

With 35 offices in financial centres 
around the world and a pivotal 


position in the U.S. securities mar- 
kets, Lehman Brothers has unpre- 
cedented insights into global capital 
flows. We can therefore focus our 
market intelligence on helping inves- 
tors to anticipate market movements. 

GLOBAL SECTORAL 
RESEARCH EXPERTISE 


Our research on companies is also 
distinctive. Investors want research 
that gives them a comprehensive 
perspective on the shares they pre- 
dominantly own, namely the world's 
largest companies. Therefore we look 
at companies by industry sectors and 
in a global context. 

‘ A final difference is that, at Lehman 
Brothers, we seek dose and enduring 
client relationships - not a quick 
transaction. If you would like to 
benefit from a distinctively focused, 
customer oriented approach to equi- 
ties, we are ready to work with you. 


Lehman Brothers 
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German car parts 
makers suffer reverse 

German car part maker VDO Adolf SchincDing 
recorded a first-half loss, estimated at DM 50m, 
while Varta, the battery maker, saw net earnings 
shrink 75 per cent to DM5m |S2.9m). Page 14 

Havas in Canal Plus share link-up 

Canal Plus, the French television company, faces 
an uncertain future following reports that Havas, 
the French media group which is Its largest share- 
holder . plans to raise its stake in an elaborate 
share swap deal. Page 14 

RTZ sells Pillar to MB-Caradon 

MB-Ca radon, the UK building products and secu- 
rity printing group, has agree d to buy most of the 
Pillar industrial businesses of RTZ, the UK mining 
company, for around £800m ($1.1 9bn) Page 14; 
Lex, Page 12; Background, Page 17 

WH Smith moves ahead 5% 

WH Smith, the UK retail and distribution group, 
announced an unexpected Improvement in pre-tax 
profits, in spite of increasing losses at Do tt Ail, Its 
DIY joint venture with Boots. Annual pre-tax profits 
were up 5.3 per cent to £1 13.8m ($ 169.6m) and 
the final dividend was raised to 9.9p. Page 14; Do 
It AO, Page 19; Lex, Page 12 

Strong yen hits Toyota profits 

Toyota Motor, Japan’s largest car maker, 
announced a 24 per cent decline In annual pre-tax 
profits to Y286.4bn (S2.7bn) and said the yen's 
appreciation could threaten its policy of lifetime 
employment Page 15 


Swedish paper groups stage rally 

Stora and MoOo, two of Sweden's top forest prod- 
ucts companies, reported improved first-half results 
despite what they described as persistent weak 
demand and prices in their European markets. 

Page 15 


Telegraph group sales rise 

The Telegraph newspaper group, which publishes 
both the Daily and Sunday Telegraph in the UK, 
boosted interim pre-tax profits by 60 per cent to 
£34. 6m (551.55m) and lifted the dividend to 5.5p. 
The group attributed the rise to strong circulation, 
a satisfactory advertising performance, and a slight 
fall in the price of newsprint. Page 18 


Bimee to write off £5m debts 

Bankers to Bimee, the UK water, waste treatment 
and engineering company, are to write off E5m 
(ST .5m) of debt in a restructuring to keep receivers 
at bay. Page 18 

Foreign investors return to India 

Greater political stability and a sharp increase in 
exports have brought foreign fund managers back 
to the Indian stock market. In the past six weeks, 
about $4 50m in foreign institutional funds has 
flowed into Indian equities and from the end of July 
to last weekend, the Bombay stock exchange's 30- 


share index rose 27.5 per cent. Back Page 

Market Statistics 

Base lending rates 

28 

London stee service 

21-23 

Benchmark Govt bonds 

18 

LiUe equity cottons 

18 

ft-a races 

21 

London trait options 

16 

FT-A wotW Indices Back Page 

Managed fund service 

24-28 

FT fixed interest Mae 

16 

Money markets 

28 

FTASMA urt bond sve 

18 

Me** bit tend bsues 

16 

financial futures 

28 

World commodity prices 

20 

Foreign axetanges 

za 

World stock mkl Indices 

29 

London recent issues 

16 

UK dividends announced 

18 

Companies In this issue 

Aegis 

ia 

MB-Caradon 

21. 17 

AJcatai Alsthom 

14 

MD-Caradon 

14 

Avesta Sheffield 

15 

Mayflower 

18 

BNP 

7 

McKeehnie 

19 

Bimee Inda 

18 

Mo Do 

15 

Bools 

19 

Nesttt 

14 

Bournemouth Water 

19 

News Corporation 

13 

British Petroleum 

21 

News tmt 

18 

Cadbury Schweppes 

19 

Philip Morris 

15 

Canal Plus 

14 

Phipps Inti 

19 

Carnegie Group 

a 

Pohjola 

14 

Cathay Pacific 

15 

Price Waterhouse 

13 

Codan 

14 

Property Trust 

19 

Daniels iS) 

10 

RTZ 21, 17. 14 

ED.F. Man 

14 

Reader's Digest 

15 

Etf Aquitaine 

7 

Reinsurance Aust 

18 

Euro Disney 

14 

Renault 

13 

Rtahel & Sachs 

14 

Rh6ne-Poulenc 

7 

Fleming Ctaverhouse 

19 

Sandvik 

15 

GE Capital 

13 

Shed Transport 

21 

GPA 

13 

Stora 

15 

Glaxo 

21 

Tetecpaph 

18 

Goto Bank 

14 

Toyota Motor 

15 

Havas 

14 

VDO Adolf Schlndling 

14 

Hemingway Properties 

19 

Varta 

14 

Hickson Intemafl 

21 

ViotauGc 

19 

Ificteon md 

18 

Volvo 

13 

IBM 

13 

WH Smith 

14, 19 

Independent News 

18 

Waftcome 

21 

John Fairfax 

15 

West Hants Water 

19 

LWT 

18 

wakes (James) 

18 



Zeneca 

21 


Chief price changes yesterday 


ffUKKFUffT tOtm 


PJUBSpVrt 




Hu* 



moos 




flfihaS vb* 

SSLS * 

9.5 

Owfjeufs 

1127 

+ 

57 

Catania Knai PI 

875 + 

25 

EuoRSCO 

634 


21 

<BC 

420 + 

105 

GaumncscN 

619 

* 

29 

MAN 

332 * 

105 

Legrfe 

210 

*■ 

10 ft 

Vails 



Untold 

516 


21 

Rnmtekfta 

1145 - 

33 

F«Un 




Kara 

310 - 

7 

Ertdanii B-Sa» 

SIS 

- 

10 

NEW YORK « 


TOKYO iron) 




Rbes 



Hoea 




MR 

87*i * 

>«• 

Amur! Ban 

740 

+ 

SB 

BeS flflasfc 

60'S t- 

IV. 

Kanefci 

682 

* 

36 

□water 

«*t «■ 

% 

MMsaOi 

24 

+ 

6 

Data 

551. * 

2<4 

Stand Alum 

566 

4* 

21 

TorvHUs 

364 * 

1 

Fall* 




FaH« 



MfcUnt C-Cota 

1900 

- 

(00 

mop Hurra 

W-v - 

3 

SasMGfcB* 

905 

- 

35 

How York prices at 1&30. 






LONDON IPwxrei 






Rim 



RanaderTa (HI 

186 

4- 

10 


38 * 

4 

Seocta 

1TQ 

V 

10 

tcxF&ienm 

1S3 - 

9 

Smart (It 

239 

+ 

19 

BP 

teMndi 

Cwysab 

317W * 

40 * 

rr * 

12 

6 

S 

SmuhlWA 

SpnagRra 

471 

73V, 

4 - 

15 

S 

W9**» 

5l6 ♦ 

SO 

tarmac 

156 

+ 

6 

EuroObnw 

665 » 

2d 

retegrapti 

418 

* 

29 

HamngfcniKO 

530 r 

11 

tepnd Otojn 

174 


8 

MgwnatHwg 

385 ♦ 

20 

iVSka U) 

118 


II 

HS-Camor 

338 + 

24 



Medwa 

114 * 

5 

Fade 




AspeMI 

77B r 

56 

Hfctaon ha 

171 

- 

13 

ftapertjTwst 

45 + 

5 

ttaaraSfm 

73 


6 


News Corp earnings rise 84.5% 


By Bruce Jacques in Sydney 

NEWS Corporation, Mr Rupert Murdoch’s 
international media group, reported yes- 
terday a surge in profits with almost all its 
divisions, notably newspapers worldwide 
and US television, contributing to the 
revival of the company. 

Group net profits for the year ended 
June soared 84.5 per cent to A$978.9m 
(£439m) from A$5305m a year earlier as 
revenue rose 4.9 per cent to A$10.69bn. The 
annual dividend is going up from 2J5 cents 
to 3 cents a share. 

The two biggest components of the 


improvement were: a tumround from a 
A$56.8m loss to a A$ 177.3m profit from 
associate companies, including BSkyB sat- 
ellite television operation in the UK and 
the Ansett airline business in Australia; 
and a reduction from A$93l.7m to 
A$737.lm in net interest expense following 
the equity issues and debt restructuring 
which have returned the group to health. 

The company excluded an AS1 14.6m 
abnormal loss from the result (A$29m loss 
previously), mainly reflecting unrealised 
exchange losses in the Ansett group. 

News Corp's operating income in the UK 
rose from A$381Am to A$40L9m, as operat- 


ing profits from UK newspapers increased 
P per cent The company said advertising 
and circulation revenue had remained flat 
and the result came mainly from operating 
efficiencies and plant modernisation. 
“Operating profits at the Sun, News of the 
World, and The Sunday Times all showed 
significant gains," said directors. 

The company said its 50 per cent stake 
In BSkyB contributed £26.7m to profits, 
compared with a £13. 3m loss. Revenues 
grew more than 60 per cent as the number 
of subscribers to films and sport grew. 
Operating revenue from the US rose from 
A$830m to A$96A3m as Pox Broadcasting 


and Fox Television turned in record prof- 
its. Directors said profits rose 6 per cent in 
the ma g az i ne and inserts business while 
the HarperCollins book publishing 
operations produced flat profits. 

Operating earnings from Australia and 
the Pacific Basin rose from A$328:9m to 
A$336-lm. News Corp said tf adjustments 
were made for businesses sold during the 
year, operating ^r nin gx from this division 
rose 23 per cent. They said operating 
income from Australian newspapers rose 
18 per cent in spite of recession. 

Lex, page 12 ; News International results, 
Page 18; John Fairfax results, Page IS 


Big Blue is turning the tables on its partner Intel writes Louise Kehoe 

IBM taps into strength — 
to play the power game 



Louie Qeratmr, Chairman, IBM 
Stock market value ($bn) 
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I nternational Business 
Machines is turning the 
tables. Long the victim of 
“doners" of its mainframe com- 
puters, disk drives and personal 
computers, IBM is now turning 
predator - developing its own 
“done" of Intel's top-selling 
microprocessors; the “brains" of 
personal computers. 

IBM is understood to be devel- 
oping its own version of the Intel 
"microcode" or internal software 
instructions that control the 
functions of a microprocessor. 
This would enable IBM to pro- 
duce microprocessors that do not 
rely upon Intel technology. 

IBM is responding to a radical 
shift of power from computer 
manufacturers to semiconductor 
makers over the last decade. If it 
successfully reverses that 
through its new venture. IBM 
could regain some of its techno- 
logical leadership. 

But the price could be high. 
IBM could damage its partner- 
ship with Intel which has created 
the global PC industry with sales 
of $70bn a year. 

For more than a decade, Intel 
has supplied microprocessors to 
manufacturers of “IBM-compati- 
ble" personal computers. Now 
IBM Is planning to produce and 
sell "Intel-compatible" chips - 
derices that can run all of the 
thousands of software programs 
designed for Intel-based PCs. 

Some 10 years ago. Intel was on 
its uppers; struggling to keep 
pace with Japanese competitors 
and losing money in the process. 
IBM came to the rescue, like a 
beneficent giant, investing $400m 
in InteL to ensure that Its chip 
supplier would survive. 

Today, Intel is the world's larg- 
est and most profitable semicon- 
ductor company and it is IBM 
that is in the red and painfully 
cutting its operations and work- 
force. 


Cloning Fntel's microcode is a 
key step In IBM’s plan to seize 
control of the core technology of 
its $10bn personal computer busi- 
ness, correcting what many 
industry analysts see as a serious 
mistake in the early days of the 
PC market that made IBM 
beholden to outside suppliers, in 
particular Intel and Microsoft, 
the software company. 

IBM appears determined to 
exert more control over both 
aspects of PC development. On 
the software side, it has already 
begun to draw away from Micro- 

The cloning 
effort could 
boost IBM’s 
nascent efforts to 
become a big 
player in the 
semiconductor 
chip market 

soft by. for example, offering its 
own version of DOS. the standard 
PC operating software. It is also 
developing a new generation of 
operating system, called Work- 
place which will have broader 
compatibility with other soft- 
ware. 

On the hardware side. IBM's 
“cloning" effort is believed to be 
geared primarily towards ensur- 
ing that a new generation of 
microprocessors, called PowerPC, 
jointly developed by IBM with 
Motorola and Apple computer, 
can take advantage of the huge 
established base of PC software 
applications. 

With the addition of Intel-com- 
patible microcode. PowerPC may 


be able to emulate an Intel micro- 
processor so fast that users 
would not know nor care what 
type of chip was inside their com- 
puters. 

This would greatly enhance the 
market prospects for PowerPC 
computers, including those 
planned by IBM and Apple, and 
also make PowerPC chips more 
competitive with Intel's micro- 
processors. 

The cloning effort could thus 
boost IBM’s nascent efforts to 
become a big player in the semi- 
conductor chip market. 

Until recently. IBM’s huge chip 
plants in the US, Europe and 
Japan have produced devices 
only of use in IBM "s own com- 
puters. Now the company is 
actively seeking opportunities to 
sell chips to the outside world. 

Mr Louis Gerstner, IBM chair- 
man and chief executive, recently 
identified semiconductor sales as 
strategic to the company’s return 
to profit 

The high-performance micro- 
processor market is one of the 
fastest growing and most lucra- 
tive segments of the semiconduc- 
tor market 

Intel is the runaway leader in 
the microprocessor field, with an 
estimated one-third share of the 
world market, according to Inte- 
grated Circuit Engineering, a US 
market research group, to the 32- 
bit high-performance sector Intel 
dominates with a 72 per cent 
share. 

In 1992, Intel’s unit shipments 
of 32-bit microprocessors totalled 
about 20m, according to ICE esti- 
mates, while other competitors 
combined sold about 9m of this 
type of chips. 

It is expected to take IBM at 
least another year to complete 
development of its Intel “clone" 
microcode. Starting from scratch, 
IBM's software developers must 
ensure that their work is not 


“tainted" by the inclusion of any 
of Intel's technology that could 
could run them into legal prob- 
lems. 

Yet IBM's unique relationship 
with Intel might encourage both 
companies to reach an accommo- 
dation. Already, Intel has 
licensed IBM to produce Intel-de- 
signed microprocessors for use in 
its own products. CBM. is also 
offering circuit-boards incorpo- 
rating its home-built Intel-de- 
signed chips to other PC makers. 

IBM has also demonstrated its 
ability to improve upon Intel's 


microprocessor designs. Earlier 
this month, it announced “Blue 
Lightning" a speeded-up version 
of Intel's 486 microprocessor. 
Similarly, IBM has developed fos- 
ter, and lower power versions of 
Inters 386. 

After 10 years as allies, Intel 
and CBM appear to be heading 
towards direct competition. The 
consequences of the changing 
relationship between the world’s 
largest computer and semicon- 
ductor manufacturers are likely, 
to touch every participant in the 
market. 


Price 

Waterhouse 
banned 
from Ferftn 
accounts 

By Haig Stanoraan m M8an 

PRICE WATERHOUSE, one of 
the world's leading accounting 
and consultancy groups, has 
been banned by the Italian Con- 
sob companies and stock market 
watchdog from auditing the 
books of Ferruzzi Finanziana 
(Ferffn). Italy's second biggest 
private company. 

The ban, which may be 
extended to Ferfin's Montedison 
industrial subsidiary, follows the 
opening of a formal investiga- 
tion by Consob into Price Water- 
house’s conduct is auditing the 
group's accounts. 

Consob based its move on the 
rfa-nn that Price Waterhouse bad 
been shown to be "technically 
inade quate 11 in auditing Ferfin’s 
books. Technical Inadequacy is 
one of only two grounds on 
which Consob can prevent an 
auditing firm continuing its 
task, the. other is conflicts of 
interest. 

Mr Dino Martinazzoli, of Price 
Waterhouse's Italian partner- 
ship, said the group would prob- 
ably appeal against the move. 
"The job of auditing Ferfin’s 
accounts was carried out in a 
professionally correct way,” be 
said. 

Consob’s move follows the dis- 
covery of severe financial irregu- 
larities in Ferfin's and Montedi- 
son's accounts by tbe new 
management imposed earlier 
this year by file group's leading 
bank creditors. 

The irregularities, which cen- 
tre on a L435bn ($270m) addi- 
tional loss in Montedison’s 1992 
accounts, are believed to result 
from attempts to cover up huge 
US commodity futures trading 
losses incurred by Ferfln In 1989. 

Meanwhile, Milan magistrates 
investigating the country's 18- 
month political corruption scan- 
dal believe Montedison paid 
huge sums in off-balance sheet 
kickbacks to politicians during 
the fife of the now defunct Bal- 
mont chemicals joint venture 
with the state-owned Eni energy 
and chemicals group. 

Ferfln, with total borrowings 
of L2&83Sbn at the end of May, 
and Montedison woe obliged to 
revise their 1992 losses to reflect 
the new discoveries. 

Meanwhile, the new manage- 
ment brought by the group's 
leading creditor banks, commis- 
sioned Deloitte & Touche, 
another international accounting 
group,. -to carry out a detailed 
investigation into the groups’ 
accounts. 


GPA advisers confident of 
signing GE rescue agreement 


By Roland Rudd in London 

ADVISERS to GPA Group are 
confident that tbe aircraft leas- 
ing company will sign its rescue 
deal with GE Capital, the finan- 
cial services arm of General Elec- 
tric of the US, within the next 
few days. The agreement will 
separate GPA’s S5.2bn borrow- 
ings from its assets. 

A new company, to be called 
GE Capital Aviation Manage- 
ment, will be responsible for the 
leasing business of GPA and 
GE's subsidiary Polaris Aircraft 
leasing. Its executive chairman 
is expected to be Mr Tony Ryan, 
GPA’s chairman and founder, 
who will work with a chief exec- 
utive appointed from GE. 

Hr Patrick Blaney. who was 
recently promoted to GPA’s 
board after attempting to remove 
Mr Ryan as chairman, is likely 


to take charge of the old GPA. 

The two companies will be 
based at CPA's Shannon head- 
quarters in the Republic of 
Ireland, although Polaris will 
continue to have an office in San 
Francisco. 

GE is now confident it has a 
watertight agreement to manage 
GPA’s fleet - it has already 
agreed in principle to buy 
S1.35bn of GPA’s aircraft - with- 
out being liable for the debt 

The deal should have been 
signed last month. U was 
delayed by fears that GE could 
be held responsible for GPA’s 
liabilities. 

Under the terms of the agree- 
ment GPA bas effectively dele- 
gated the day-to-day manage- 
ment of its 470 aircraft to GE 
Capital Aviation Management 

A limited number of specified 
claims by CPA’s core sharehold- 


ers underwriting the deal and by 
the group's banks are being 
waived. GPA is confident this 
will enable it to meet interest 
and principal debt repayments to 
both Its secured and unsecured 
creditors from leasing revenues 
generated by the new subsidiary 
of GE. But if it cannot do so, 
creditors will have no recourse 
to GE. 

Mr Ryan is to be joined at the 
new GE subsidiary by Mr Jim 
King. GPA's vice chairman, Mr 
Colm Barrington, GPA's com- 
mercial director and Mr Phil 
Bolger, who has been largely 
responsible for running the leas- 
ing business. Mr John Tierney 
will remain finance director of 
the old GPA. Mr Maurice Foley, 
CPA's deputy chairman, is also 
expected to stay on at GPA until 
March when be will become a 
non-executive director. 


Renault and Volvo near merger 


By John Ridding in Paris and 
Hugh Camegy in Stockholm 

RENAULT, the French car and 
truck manufacturer, and Volvo, 
its Swedish partner, are making 
progress towards the completion 
of a merger and should be able to 
finalise an agreement within 
weeks, official French sources 
said yesterday. 

According to these sources, an 
agreement is possible before the 
Frankfurt motor show on Sep- 
tember 7 but would depend on 
the resolution of several out- 
standing issues, believed to 
include the shareholding struc- 
ture of the two groups and tile 
top management structure. 

Renault and Volvo declined to 
comment on the state of negotia- 
tions between the two groups. 

The two companies, which 
have steadily deepened their alii’ 


ance since it was initially forged 
in 1990. have cross-shareholdings 
and have set up joint units in 
areas such as quality control, 
component purchasing and prod- 
uct planning. 

The French government has 
been pressing Renault to step up 
the process of its merger with 
Volvo to clear the way for the 
privatisation of the state-owned 
car group. France's ambitious 
privatisation programme, which 
Includes the sale of 21 state- 
owned groups, is due to be 
launched this autumn. 

Motor analysts said Renault 
and Volvo might comment on the 
progress of their talks when they 
announce results this week. In 
line with other European car- 
makers, the two groups have suf- 
fered from the depressed state of 
the market. 

Industry analysts are expecting 


Renault to report pre-tax profits 
of about FFr650m ($1 10.35m) for 
the first six months, a sharp fall 
on the FFr5.44bn in the same 
period last year. Sales have also 
fallen sharply, although the com- 
pany has increased market share. 

Volvo, meanwhile, is expected 
today to announce first-half 
losses after financial Items signif- 
icantly deeper than last year’s 
SKri03m (S12.79m> deficit, but 
with a sharp improvement at the 
operating level. 

Analysts are also predicting a 
return to profit over the year as a 
whole, after last year’s record 
SKr4.75bn loss, as the benefits of 
the big devaluation in the Swed- 
ish krona feed through in the sec- 
ond half. 

Opinion In Sweden is likely to 
swing on the extent to which 
Volvo assumes a junior role in 
the merger. 


GERMANY 


If your corporation is 
looking fora foothold in Ger- 
many or intends to broaden 
its existing baseby an acquisi- 
tion, we can assist in search, 
approach and negotiation. 

As oar domestic clients 
are usually entrepreneurs, 
proprietors or shareholders 
of privately-owned German 
companies, we are well ac- 
quainted with their mentali- 
ty. We are sensitive to this 
when making approaches 
and during negotiation and 
valuation. 

If local competence is 
needed to realize your acqui- 
sition goals in Germany suc- 
cessfully , please contact us 
for further information. 


Fuchs Consult 


Kretizberger Ring 60- 65205 Wiesbaden 
Tefephon e f x 49 61 1 ) 70 00 « * Fax (x 49 61 1 ) 71 M 04 



( 



INTERNATIONAL COMPANIES AND FINANCE 


Parts makers feel effect 
of German motor crisis 


By Christopher Parties 
in Frankfurt 

THE EFFECTS of the crisis in 
the German motor industry 
showed up yesterday in poor 
first-half results at two lea ding 
parts suppliers. VDO Adolf 
SchlndJing, part of the Man- 
nesmann group, recorded a 
loss, while Varta. the battery 
maker, saw net earnings 
shrink 75 per cent to DM5m 
($2-9m). 

VDO said first-half sales had 
fallen 1.3 per cent to DMl.lTbn. 
despite a 37 per cent rise in 
foreign turnover. Unofficial 
estimates put the loss at 
around DM50m. 

The group said it expected a 
deficit for the full year after a 
15 per cent fall in turnover, 
although 1994 should show a 
marked improvement. 


It blamed the poor perfor- 
mance on lower volumes, price 
pressure and restructuring 
costs. Numbers employed fell 
by more than 800. and a fur- 
ther 1,000 Germau jobs are 
scheduled to go by April next 
year. 

Meanwhile, VDO is continu- 
ing to shift capacity abroad. 
Current projects include a pas- 
sible joint venture in China. 
Works will be opened soon in 
South Africa and Indonesia, 
and negotiations are under 
way for a plant in the Czech 
Republic. 

Fichte] & Sachs, another 
Mannesmann components 
maker, reported mounting 
losses earlier this week. Its def- 
icit rose to DM98m during 1992, 
compared with a loss of 
DMffirm a year earlier. 

New orders in the early 


months of the current year 
were stubbornly low, and the 
company suggested losses 
could increase again. 

Varta, a leading supplier of 
car batteries, said half of its 8 
per cent fall in first-half turn- 
over to DMlbn was a result of 
currency fluctuations. Reces- 
sion had hit industrial sales, 
with car battery turnover drop- 
ping 13 per cent to DM363m. 
Turnover from power units for 
portable appliances was 
unchanged at DM403m. 

In the year to the end of 
June the company had cut its 
payroll by 8 per cent and 
reduced capital expenditure by 
22 per cent. 

On the basis of “modest" 
prospects for the rest of the 
year Varta said full-year earn- 
ings would be significantly 
lower than last year's DM50m. 


Codan posts profit of DKr503m 


By Hilary Barnes 
in Copenhagen 

THE CODAN insurance group, 
which became Denmark's lead- 
ing group when it took over 
the Hafnia insurance and 
banking operations earlier this 
year, made a first-half net 
profit of DKr503m ($72. 97m.). 
giving a return on equity uf 
22.6 per cent. 

The group, which is con- 


trolled by the UK’s Sun Alli- 
ance. did not publish pro rata 
figures for the two groups for 
1992. when first-half profits (for 
Codan only) were DKr49m. 

The merger, which took 
effect from January 1 this year, 
has tripled group assets to 
DKr52.44bn from DKrl5.3bn on 
December 31. Equity capital 
increased to DKr4.49bn on 
June 50 from DKr3.9Sbn at tbe 
end of last year. 


Codan made a first half loss 
of DKrl63m before financial 
income, which came to 
DKr704m, while taxes were 
DKr39m. Earnings by tbe acci- 
dent insurance divisions, 
where premium income 
increased to DKr2.47bn from 
DKr652m last year, increased 
to DKrS97m from DKrlSOm. but 
Codan said the Hafnia accident 
insurance business made a 
loss. 


RTZ sells units I WH Smith boost 


By Maggie Urry and Kenneth Gooding 
in London 

MB-CA RADON, the building products and 
security printing group, yesterday agreed to buy 
most of the Pillar industrial businesses of RTZ. 
the mining company, for around £800m 
(Sl.ldbn). MB-Caradon also announced a £334m 
rights issue to help fund the cash purchase. 

The deal will double MB-Caradon's building 
products turnover, and compares with the 
group's market value of £1.43bn yesterday morn- 
ing. MB-Caradon's shareholders are to vote on 
the deal, and on a name change to Caradon. 
reflecting the increased scale of tbe building 
products activities. 

Lex. Page 12: Background. Page 17 


By Neil Buckley in London 

WH SMITH, the UK retail and distribution 
group, yesterday gave an upbeat trading 
statement and announced an unexpected 
improvement in pre-tax profits, in spite of 
increasing losses at Do it All. its DIY venture 
with Boots. 

Pre-tax profits for the year to May 29 were 
£113.Sm (S170m), up 5.3 per cent on last year's 
£li)S.lin, restated according to FRS3. ahead of 
analysts' forecasts. Shares closed up 16p at 471p. 

Sir Simon Hornby, chairman, said the group s 
retail businesses bad recovered strongly in the 
second half. The final dividend was raised to 
9.9p. for a total payout of 14.2p (from 13.4p). 

Do It AIL Page 19: Lex. Page 12 


Euro Disney 
shares rally 
on injection 
report 

By Alice Rawsthom 

EURO DISNEY, the troubled 
leisure group, yesterday saw 
its shares rally following a 
report that Walt Disney, the 
US entertainment company 
which is its largest share- 
holder, is considering bringing 
in an Investor to provide new 
capital. 

The shares, which have 
fallen sharply during the past 
two weeks, ended the day 
FFrl.50 higher at FFr57.50 fol- 
lowing a report in the Los 
Angeles Times quoting Mr 
Michael Eisner, Walt Disney 
chairman, as saying that the 
company might introduce an 
external investor. 

However, Walt Disney said 
yesterday that Mr Eisner had 
been misinterpreted. "All be 
said was that we were discuss- 
ing many things with Euro 
Disney,” it claimed. 

Analysts were sceptical that 
Walt Disney would be able to 
find another investor willing 
to take a stake in Euro Disney, 
given the severity of the Euro- 
pean group's financial prob- 
lems. 

Euro Disney, which has net 
debt of FFr21 bn (S3.56m), lost 
FFrl.OSbn in its last financial 
year to September 30 and is 
expected to make a net loss of 
at least FFrl.8bn this year. It 
announced last month that it 
had been forced to ask Walt 
Disney for financial support 
while it attempted to negotiate 
an emergency financial 
restructuring package with its 
banks. 


Alcatel sells 
cable stake 

By John Ridding 

ALCATEL Alsthom. the 
French telecommunications, 
power and transport gronp, 
yesterday placed 1.8m shares, 
a 4 per cent stake, in Alcatel 
Cable with institutional inves- 
tors at FFr600 each. 


Havas linked with plan to 
alter Canal Plus holding 


By Alice Rawsthom in Paris 

CANAL PLUS, one of France's 
most dynamic television com- 
panies, faces an uncertain 
future following reports that 
Havas, the media group which 
is already its largest share- 
holder, plans to raise its stake 
in an elaborate share swap 
deal 

According to the Figaro 
newspaper, Havas plans to add 
the 20.4 per cent stake in Canal 
Plus now owned by the Com- 
pagnie Generate des Eaux 
industrial group to its present 
23.5 per cent holding. CGE 


would in return become the 
largest shareholder in Havas 
by raising its holding to 20 per 
cent # , 

Meanwhile, Soa§te G&terale. 
the banking group which is a 
long-s tanding corporate ally of 
CGE. would exchange its 5.1 
per cent stake in Canal Plus 
for shares in Havas, where it 
already bolds an 8-1 per cent 
stake. 

Havas declined to comment 
Canal Plus said that there was 
"nothing to be said at present". 
However the report follows 
months of speculation that 
Havas and CGE were discuss- 


ing a reshuffle of their invest- 
ment in Canal-Plus. 

However Havas would have 
to wait for changes in French 
broadcasting legislation to 
raise its stake in Canal Plus 
above the present maximum of 
25 per cent 

The reports come at a sensi- 
tive f img fin* Canal Hus, which 
expanded rapidly in the 1980s 
through its highly successful 
pay-TV channel in France, but 
has stalled more recently 
because of its problems in the 
US. It saw net profits stabilise 
last year at FFri.lbn, against 
FFrl.Olbn in 19SL : 


Nestle wants bite at Polish firm 


By Christopher Bobinskf 
in Warsaw 

NESTLE, the international 
confectionery and foods com- 
pany, has offered to pay $40m 
for an 80 per cent share in 
Poland's last state-owned choc- 
olate producer. 

Nestle's move, which 
includes a promise to invest a 

NEWS DIGEST 

F innis h insurer 
improves 

POHJOLA. the Finnish 
insurance group, expects an 
improved 1993 result after it 
swung to a first-half operating 
profit of FM6m (Si. 02m) from a 
FM105m loss in the same 1992 
period, writes Christopher 
Brown- Humes. 

The group saw investment 
income rise by FM300m to 
FM534m, helped by the strong 
surge in share prices on the 
Helsinki stock exchange. 

This compensated for a 
worse underwriting perfor- 
mance, which swung to a 
FMl04m deficit from a FM79m 
profit, after losses from credit 
insurance, domestic reinsur- 
ance and foreign insurance. 

Premium income fell 4 per 
cent to FM2.1bn, largely 


further 530m in the Goplana 
plant in Poznan, is designed to 
block the establishment of a 
joint venture between the state 
and E. D. & F. Man, tbe UK 
sugar and cocoa broker. 

This venture, which is await- 
ing a go-ahead from Mr Janusz 
Lewandowski, the privatisa- 
tion minister, would see E.D. 
& F. Man putting in $37.5m 


because of the impact of the 
Finnish recession on domestic 
premiums which were 5 per 
cent lower at FMUftm. 

Rising share prices lifted the 
group's solvency capital at 
June 30 to FM4.4bn. from 
FMS.Tbn at the mid of 1992. 

Pharma Vision 
rights issue 

PHARMA Vision 2000. the 
Swiss investment company 
specialising in pharmaceutical 
share holdings, is raising 
SFr310m (S203.9m) in a rights 
issue with the aim of broaden- 
ing its holdings to include com- 
panies outside Switzerland, 
writes Ian Rodger in Zurich. 

The group, which is con- 
trolled by a syndicate ted by 
Mr Martin Elmer's BZ financial 
group, aban jo gnaltori its inten- 
tion to take a more aggressive 
rote in manag in g companies in 


State aid 
helps prop 
up Gota 
Bank 


with the state contributing the 
Goplana plant. This would 
leave both sides with 4? per 
cent of the equity. The balance 
would be owned by the 
Goplana workforce. 

E. D. & F. Man and Elite 
Industries formed a joint mar- 
keting company with. Goplana 
in 1991, designed to smooth the 
way for the merger. 


which it held large stakes. 

With a net asset value of 
SFrl.Bbn, Pharma consists 
almost entirely of shares- in 
Roche and Gba-Geigy. 

The Pharma rights issue is 
on tbe basis of cne-for-five heJd 
on October 6 at SFrSJJOOper 
bearer share and SFrtOO per 
registered share. 

DNO builds 6% 

Vard holding 

DNO, the Oslo-based oil com- 
pany, has built a 6 per cent 
stake in Vard. the troubled 
Norwegian cruise .and ferry 
group, making DNO Vard’s 
fourth biggest shareholder, 
writes Karen Fossil in Oslo. - - 

DNO, controlled by Mr Tor- 
stein Hagen, the Norwegian 
investor, holds Vard 
shares, according to the most 
recent list of tbe group's top 20 
shareholders, dated Atuatst 28_ . 


' By Christopher Brown-Hum* 
bi Stockholm 

THE SWEDISH government. fe 
to provide a further SKrSbn 
(J620m) guarantee -for G eta 
E fonk to prevent it from falling 
below minimum capital ade- 
quacy requirements under the 
weight of heavy loan losses. 

The commitment comes on 
top of a SKrlObn guarantee 
Gota received at the start, 
this year after coming under 
state control at the end of 

It is being made becaose ft 
has taken longer -than origi- 
nally expected to return the . 
bank to the private sector and 
because a change in account- 
ing treatment inflated its first- 
half credit losses to' SKrTba. 
The bank is expected to be sold! 
daring the autumn. 

The announcement is a start 
reminder that Sweden's bank- 
ing crisis is far from over after 
euphoria-' at other banks' 
results -and Skandinaviska 
EoskUda Bankeu's move to 
. withdraw a state aid request. 

Gota announced a SKrSSkn 
operating loss for toe first half, 
after being dragged into the 
red by a SKrl.4bn deficit from 
problem credits housed in Cota 
Ffamir gpe dalfiiigageman g ~ 

BNP tumbles 
to FFr522m ; 

By ABco Hawthorn 

BANQUE National* de Paris 
one of France's hjggest hanks 
and scheduled for privatisation 
this autumn, suffered a share 
fell in net profits to FFr522o 
($88.6ZaO in the first half of 
tins year against FFrl33ta .in 
the same period last year. 

BNP managed to increase its 
net banking income to 
FFr21.23bn in the first taft 
from FFri9.4gbn In the first m 
months of test year. However, 
it was forced to raise its risk 

f provisions to FFr5.82bn '-Crass 
FFrt.libn over tbe same-. 
period— - • ■ 
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DANISCO 


Nonce is hereby given io the shareholders that the Annual General Meeting will tse held on Thursday 16 September 1993 
3t 4.30 pm at SAS Scandinavia Hotel. Amager Boulevard 70. 2300 Copenhagen S, Denmark with Uw following agenda: 

1 . Dirertors’ report on the Company far the year ended 

2. Submission of the annua) accounts and consolidated accounts with the Auditors' Report and the annual report, and 
resolutions (or the approval of the annual accounts and of the discharge of the Board of Directors Irom their 
obligations. 

3 Resolution on the appropriation ot profits o» covering ot losses m respect of the approved annua) accounts. 

4. The election of members iu the Board ol Directors 

5. The election of two Danish state-authonced public accountants to seme as auditors. 

6. Resolutions proposed by the Board of Directors and, dr shareholders. 

7 . Any other business. 

The Board of Directors proposes the following resolutions under item 6: 

al That the empowerment of the Board of Directors to increase ihe Company's share capital in accordance with articles 
4.3 and 4.4 in the Articles ol Association be renewed lor a new five year period and that the amount authorized be 
increased from DKK 225.000,000 to DKK 250.000.000 and so dial the capital can be increased by share Issues, by 
the issue of convertible bonds and by combining share issues and convertible binds, 
bj That article 0. 1 in the Articles ol Association be changed to the effect that the General Meeting of the Company Is 
held every year within five months of the close of the accounting year instead of within at months 

c) That the second sentence of article 14.3 in the Articles of Association be changed to the effect that shareholders who 
have acquired shares by transfer cannot exercise the voting right tor the shares In question at General Meetings that 
have been convened, unless the transfer has been registered In the Register ol Shares, or the shareholder has 
applied tor registration or filed proof of his acquisition with the Company before the convening of the Meeting. 

d) That in the period until next year's Annual General Meeting the Board of Directors be empowered to allow the 
Company to purchase its own shares up to the amount of 10 per cent of the share capital at market price at the time 
of purchase with a deviation of up to 10 per cenL 

No proposals tor resolutions have been received from the shareholders. 

In accordance with the Company's Articles of Association and the Danish Companies Act, die adoption of the resolutions 
mentioned in items 6a, b and c requires that both two-thirds of the votes cast and shareholders representing two- thirds of 
the voting rights at the Annual General Meeting vote m favour of the resolution. 

As from 6 September 1993 the agenda and the Board of Directors' resolutions in full as weJ as the annual accounts and 
the consolidated accounts with the Auditors' Report and the annual report are available tor inspection by the shareholders 
at the Company's registered office. On the same day the documents will be senl to those shareholders who have so 
requeued. 

Admission cards with voting paper lor the Annual General Meeting may be collected on provision of identification at the 
Company's registered office al Langebrogade 1 between team and 3pm in the period 30 Augusi io 14 September 1993. 
except Saturdays and Sundays. 

Shareholders whose shares are registered in the name of the shareholder in the Register of Shares may vote at the 
Annual General Meeting. Shareholders who have acquired shares by transfer may onfy exercise the voung right for the 
shares In question at the General Meeting if the shares are registered in the name of such shareholders al Die lime of the 
convening of the General Meeting, or if the shareholders before drat time have applied tor registration and filed proof of 
their aoqufejticn. This shortening ot the time-limit tor registration In relation to toe second sentence ol artide 14.3 of the 
Articles of Association Is occasioned by an amendment of the Danish Companies Act of 1 August 1993 which limits the 
scope of this provision in the Articles ol Association, see above ad iiem 6c on the agenda 

A shareholders 1 meeting dealing with food ingredients marketed by toe business unit Grindsted Products wifi be held 
immediately before the Annual General Meeting at the same venue from 3 pm to about 3.50 pm. 

Danisco A/S 

The Board of Directors 


ZIMBABWE 

BLOCKED FUND HOLDERS!!! 


We urgently require blocked funds for switching into 
hard currency for a large local Zimbabwe project. 

▲ Project fully Government and Reserve Bank 
approved 

▲ Over ZS40-million needed in total 

A Payable in hard currency anywhere in the world 

▲ Attractive discount rate offered 

A Handled through Standard Chartered Merchant 
Bank (Zimbabwe) and your bankers 


Get your 
money out! 

(Before your Zimbabwe dollars devalue again.) 
Phone or fax us NOW 

Tel: (2634) 737108 or 737197 Fax: (2634) 733068 
Ask for Mike Herzslein or Andy Todd. 


ProducM Dy jtiinr; Thomas And Asuxrfaioo 


IHIlllllRIllJWIIimilll 

m 


KSHJLDNGSOOETY 

£ i OO.Of.lU. 000 

Fkutmtt Rare NotOi 1994 

In jccftLiiiwi: mih the 
pr.-'-i»i.in» w ihe Nous, n-jiicv i» 
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WE DON’T MAKE A FUSS 
OF OUR SUCCESS! 


R-mH-Lx^NAis 


OVER 

ms. 14.000.000.000 

lease finance 
facilities 
arranged by 
LEASING 

ETMNKJ - LYONNAIS S A 


& 

WE MAKE A FUSS 
OF OUR CUSTOMERS! 

feNIK H-bOvNAIS 

LEASING 
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Business information is 
only valuable if it is relevant . 

and up to date. Because you have 
to make in formed decisions quickly. 
you must, in the search for the right ^ 
information be able to select what is imp- 
ortant and discard -what isn't, in an instant 

With an online database of the world's 
leading media, FT PROFILE gives you 
access to millions of reports and articles. 
You can have vital business information 
from around the world direct to your desk in 
seconds. All you need is a PC, a telephone 
line and access to FT PROFILE. 

At the touch of a button you can find 
vital facts on Ley people, companies, com- 
petitors and potential markets. With this 
information yau’U be able to make the. right 
decisions ahead of the competition. 


HOW DO YOU 
PINPOINT 
THE BUSINESS 
INFORMATION 
YOUNEED 
IN SECONDS ? 


To find out more about FT PROFILE and 
how it can help you pinpoint the business 
information you need, simply fill in the 
coupon or phone the number below. 

V TELEPHONE 0932 761444 


Loimrtwu OunawM □ SO oioo □cwioe 
O Va» Dns 

Pw n FTtWOFIte. TO Sot rz Siniiayttl.ThniH. 
HWSKM TWteTUO rofcnxiona 09U rei<«4 


PROFILE) 
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Samsung Electronics Ca., Ltd. 

Notice to the holders of 
Samsung Electronics 
Global Depositary Shares 
Nolc* ea nereoy givwi 10 ihe hcUns ol 
above GDSi ina:- Die Boara ol □fwetora 
Meeting ol thn Company, hold on August 
17 . repaved to , MU( , n** Zhartn 
unlei ihe latoming imtns and covMion9. 
1 Form ol biwm common stocks in 

logc-.iared (arm. 

C Humber al shires m be issued. 

D.-te? 000 Snarse ol common WOCk. 

3 Issue onco. 

Attxi'Cing 10 9 » 'Korean Securities 
cicr.onge Commjllee Regidabon'. Die 
i:noi issue cicu will t* fiud w 
Crater IB. IW3. 
a Anocanon (anew sfijias: 

Hi M’. of ihe oen issues shall be 
aUocaioe for Die subscription by 
Dmployoea cl uw ccmpany ac- 
to-dingtolto "Law on Fostering me 
Capiial Marker <1 Korea, 
id Remaining 80 *. 01 ihe mw issues 
snail be aSocaied lor subeenpbon 
:o snarenoiilers legiaeiM on Sept- 
ember 10. 1SW m uie proportion ol 
0 . 05(157125 3har» per cno sharp. 

■ 3 i Bom me sharehddors ol common 
and non- voting preferred 
'Jw>s are enuisd to suosenpe lo« 
rww comma! sltosin proportion 10 
m?ir resoeciu* shareholdings 
5 Record a up Sepiemow HJ. 1993. 

« SwwnpBon pfrgd. Cseito v 25 . 19 W 
-Ocrobe-:». img. 

7 Payment date. October 25. 1933 
B. Otiwis 

- Fraction ol stums and unjub- 
scnDe,3 snare! snal oe 
acrading to me Hftvnunon ol Board 
ot Cirecrcre Meeur-J and allocation 
per anon; 3 sua/ecr to change it mere 
are -jnsuMcrboo shores tiy em- 
pkjycos erf uw roroanv or eon- 
vyrsipfH by itw Convertible Bond 
IW1M4 

- JOS hotfrm should coniocr me 
Depositary (Cibtnni N A, New 
icrtr 1 1 a further information. 


INVITATION FOR BEDS 

THE ASWAN OBEROI HOTEL 

OWNED BY 

THE EGYPTIAN GENERAL COMPANY FOR TOURISM AND HOTELS 

pri '“° pra “' °“ eraI comply for Tourism aod 

THE SALE AND COMMENCEMENT OF FORMAL BIDDING FOR 
THE ASWAN OBEROI HOTEL 

The Aswan Oberoi Hotel is a five-star hotel located on Elenhantinp fclanri rwwrnontmi Aan „ r. , . 

rooms, 10 cabanas, 38 suites, and 8 villas. All interested bidders, whether individuals. ^ nS * S c ° f V® 

or non-EgypLian, may obtain the Bid Documents from the Financial Advisor *■"***""* E f«*an 

Stag a °d“ Ly,,Ch L,tenlationaI to EDBE, for a fee of USS 300 or u2bS ofJE 


The Export Development Bank of Egypt 
Alt: The General Manager 
10 Talaat Hart) Street 
P-O. Box 2096 Ataba 
Cairo 11511 

Tel: (202)776331-761153. 

Fax: (202) 774553 


Merrill Lynch International Limited 
AttJ Manager, Real Estate Finance ' 
25 Rqjemaker Street 
London EC2Y 9LY 
England 

TeL- (44-71) 867 4008 
F&x: (44-71) 867 4454 


Bids are to be submitted in a sealed envelope to EGOTH addressed to the Fmmrt-ii AA ■ - j 

for Sale of Aswan Oberoi Hotel" by 12 o'clock noon, Cairo 

acceptance of bids. ’ uu^iay ^Lstuctober 1993 which is (he last dale far ; 


Any clarifications regarding Uiis announcement shonlti be addressed to the Financial Advisor, or Advisor ,o EDBE. 
















yen forces Toyota 
Motor profits down 24 % 


By MleWyo Nakatnoto In Tokyo 

TOYOTA MOTOR. Japan's 
largest carmaker, yesterday 
announced a 34 per cent 
decline in pre-tax profits tor 
the year ended June, and said 
the yen’s appreciation could 
threaten its policy of lifetime 
employment. 

In its third consecutive year 
of profit decline, Toyota 
pre-tax profits fell to Y2S6.4bn 
($2.76bn) and operating profits 
to YlQ3j8bn from Yi24Jbn. 

The results were the lowest 
price the Toyota group merged 
its manufacturing and sales 
operations into a single 
company in 1982. Sales were 
Y9.Q3ibn. up from a previous 
Y8£Wbn. 

Toyota blamed the downturn 
on weak domestic demand as 


well as currency strength. 
Earlier this week Honda 
reported a 42 per cent fell in 
profits for its first quarter. 

Toyota warned that at an 
exchange rate of Y110 to the 
dollar it would be hard-pressed 
to make any profit at all. If the 
exchange rate remained closer 
to Y1Q5 to the dollar, Toyota 
would find itself in a very 
difficult situation, the 
company said. 

It added that the outlook was 
not significantly better. While 
the government’s economic 
stimulus package was expected 
to help lift consumer demand 
in Japan, fierce competition 
and the uncertainty of 
recovery in world markets kept 
a cloud over future prospects, 
the company said. 

In the current year to June 


1994, Toyota is forecasting a 30 
per cent decline in pre-tax 
profits to Y200bn and a 29 per 
cent fall in net income to 
YllObn on sales 3.7 per cent 
down at Y8.700bn. These 
projections are based on an 
average exchange rate of Y110 
to the dollar, the company 
said. 

Unit sales in Japan suffered 
a drop of 7.6 per cent to 2.16m 
units. Exports in the year rose 
1.6 per cent to 1.72m units, 
largely on increased exports to 
Asia. Production of passenger 
cars and trucks in Japan was 
down by 4.4 per cent while 
production overseas increased 
20 per cent. 

On a consolidated basis, 
Toyota sales were YlO^lQbn 
and pre-tax profits were 
Y322.Zbn, down 24.6 per cent. 


Reader’s Digest marks time 


By Frank McGurty in New York 

READER'S Digest Association, 
the New York-based publisher 
of books, magazines and other 
products, yesterday disap- 
pointed investors by reporting 
only a 2 per cent gain in under- 
lying net Income for the fourth 
quarter. 

The result reflected the con- 
tinued weakness of its US 
books and home entertainment 
business. And Wall Street 
reacted by marking down the 
company’s shares by $1% to 
$39 in morning trading on the 
New York Stock Exchange. 

Net income for the quarter 
ended June edged higher to 


S&am, or 23 cents a share, on 
revenues of $644.4m. The result 
compares with net income of 
$26.2m, or 22 cents, mid 
$605. 4m in revenues in the 
year-earlier quarter. 

When restated to reflect 
changes in accounting for post 
retirement benefit, net income 
for the 1993 period was 925.8m, 
or 22 cents. 

International revenues in the 
1993 period showed a solid U 
per cent increase, and would 
have been 17 per cent higher 
without adverse exchange rate 
movements. However. US reve- 
nues were unchanged from the 
year-earlier period. 

Mr George Orune, chairman. 


said the company had made 
some progress in restoring the 
books and home entertainment 
division to its historic level of 
growth, but warned that it 
may require 12 to 24 months to 
complete the process. 

For the full year, the com- 
pany posted a 12 per cent gain 
in underlying net income. 

A strong performance in 
overseas markets also was 
largely responsible for the 
yearly advance. 

Revenues in the US 
increased only slightly, with 
the domestic books and home 
entertainment segment turn- 
ing In weaker sales on the 
year. 


Bell Atlantic wins TV ruling 


By Martin Dickson . 
in New York 

BELL ATLANTIC, the large 
east coast telecommunications 
company, won an important 
legal victory which could make 
it the first US local telephone 
company offering cable televi- 
sion in its telephone service 
area. 

It said a US district court in 
Alexandria. Virginia, had 
declared unconstitutional a 
provision in the 1984 Cable Act 


blocking telephone companies 
from providing cable program- 
ming in areas where they pro- 
vide a telephone service. 

Hie case, which seems likely 
to go to appeal, sets a legal 
precedent and may prompt 
other local telephone compa- 
nies to mount similar cases. 

Bell Atlantic, one of the 
seven regional “Baby Bell" 
telephone companies spun off 
in the mid-1980s from Ameri- 
can Telephone & Telegraph, 
filed suit last December in 


Alexandria against the US gov- 
ernment agencies responsible 
for overseeing the 1984 Act 

It wants initially to offer a 
cable television service to 
60,000 customers in Alexandria, 
just across the Potomac River 
from Washington DC. 

The cable industry seems 
certain to appeal the ruling. 
Hie federal government could 
also object, although the execu- 
tive branch has generally 
favoured breaking down regu- 
latory barriers. 


Earnings hit 
A$67.2m 
at John 
Fairfax 

By Bruce Jacques in Sydney 

JOHN FAIRFAX, the 
Australian newspaper group, 
reports a net profit for the 
year to June of AS67.2m. 
(US$45. 4m>. its first as a stock 
market listed entity. 

The company, which has 
operated in its current form 
since coming out of receiver- 
ship in late 1991. lifted reve- 
nue by 5.6 per cent to 
A$770.1m and has declared a 
maiden dividend of 4.5 cents a 
share. 

Net earnings, as stated 
nnder Australian stock 
exchange rules, more than 
quadrupled from A$15.4m, bnt 
the directors warn the 
comparison is not meaningful 
because of the high level of 
debt carried in the previous 
period. 

That debt was restructured 
when the present company 
was created, substantially 
reducing interest expense. The 
directors say earnings before 
interest and tax - up 30.4 per 
cent to A$ 168.0m - make a bet- 
ter comparison. 

They say the revenue 
increase was achieved despite 
low advertising volumes for 
the company’s major newspa- 
pers. The higher revenue was 
derived from a A$28.lm adver- 
tising increase and a A$i4.6m 
circulation rise, 

The company has entered 
the 1993-94 financial year with 
classified and display advertis- 
ing volumes showing growth. 
“This bodes well for the cur- 
rent year," say directors. 

Management has focused on 
improvements in efficiency to 
counter unfavourable trading 
conditions. This is reflected in 
a rise in operating costs, up 
0.5 per cent to AS58Q.6m. 

“In particular, the company 1 
has addressed its major costs. 1 
namely wages and newsprint 1 
Since June 1992, through early 
retirements and redundancies, 
the equivalent fall-time num- 
ber of employees has been 
reduced by around 5 per cent" 
Fairfax, in which Mr Conrad 
Black’s Hollinger group has a 
25 per cent stake, publishes 
the Sydney Morning Herald, 
Melbourne's The Age newspa- 
per and the national Austra- 
lian Financial Review. 


paper groups stage rally 


Swedish 


By Hugh Camegy 
in Stockholm 

STORA and M0D0. two of 
Sweden’s top three forest prod- 
ucts companies, yesterday 
reported improved first-half 
results despite what they 
described as persistent weak 
demand and prices in their 
European markets. 

Stora, the leading pulp and 
paper group in Europe, 
returned to the black, showing 
a profit after financial items of 
SKr30m ($3.7m) compared with 
a loss in the same 1992 period 
of SKrl63m. Sales totalled 
SKr25.3bn, compared with 
SKr24.3bn. 

M0D0 cut its loss after finan- 
cial items to SKr353m from 


SKrSlBm last year, on sales of 
SKr8.4bn lSKr8.2bn>, and 
announced plans for a one-for- 
two rights issue in the autumn 
to raise about SKrl.Tbn. This, 
it said, would help the com- 
pany to take advantage of any 
upturn in the industry. 

The turaround at Stora came 
despite a sharp fell in operat- 
ing income to SKr440m from 
SKr707m_ It was attributed to a 
sharp cut in net financial 
expenses, to SKr410m from 
SKr870m, caused by falling 
interest rates and a rise in con- 
tributions from the group's 
finan cial services unit. 

Stora said it had pushed 
ahead with a heavy rationalisa- 
tion programme in the first 
half, achieving cost reductions 


of SKrl.3bn as employee num- 
bers fell to 34,600 compared 
with 39,800 a year ago. In addi- 
tion, there were savings of 
SKrTOOm from divestments and 
volume declines. 

But it said the effects of 
these were disguised in the 
half-year results by exchange 
rate losses of SKjr2.8bn, 
incurred when the costs of for- 
eign units were translated into 
the weaker Swedish krona. 

Mr Lars-Ake Helgesson, 
Stora president, said: "We do 
not expect any substantial 
changes in the market that 
will effect our result for ail of 
1993. What we have achieved 
so far was because of Internal 
actions and lower interest 
rates." 


Mr Bernt Lflfs, head of 
M0D0. agreed that the industry 
continued to suffer from weak 
demand, low prices and overca- 
pacity in western Europe. He 
warned that M0D0, which 
pushed up operating profits in 
the first hair to SKr346m from 
SKr59m, would incur a further 
loss in the second half of the 
year. 

But he added that there were 
signs that the worst of the 
recession was over. The 
planned rights issue, to be 
priced at SKrl20 per share, 
would give M0D0 the financial 
strength to take advantage of 
an upturn. The issue will apply 
to existing holders of ordinary 
shares and convertible partici- 
pating notes. 


Cathay Pacific down by 46% 


By Simon Davies 
in Hong Kong 

CATHAY PACIFIC Airways. 
Swire Pacific’s Hong Kong- 
based international airline, 
yesterday revealed first-half 
1993 earnings of HK$681m 
i'US$88m;, down 46 per cent 
from 1992's HK$126bn. 

The results were signifi- 
cantly below analysts' expecta- 
tions, with the airline suffering 
from the weak performance of 
its routes to recession-hit 
Japan and Europe. 

Cathay Pacific was also seri- 
ously hit by the cabin atten- 
dants’ strike during January, 
which Mr Peter Sutch. chair- 
man, said had caused an esti- 


By Christopher Brown-Humes 

AVESTA Sheffield, the 
Anglo-Swedish stainless steel 
producer, yesterday disclosed a 
second-quarter profit of SKr9m 
iSl.l2m). a strong turnround 
on the SKr53m loss for the first 
three months. 

The group attributed the bet- 
ter performance to improved 
productivity, rather than to a 
market upturn. U did not pro- 
vide comparative figures as it 
was only formed through the 
merger of Avesta and British 
Steel Stainless last November. 

First-half sales amounted to 
SKr7.14bn. against SKrIl.8bn 


mated HK 8240m reduction in 
profits. 

Revenues of HK$Ilbn were 
marginally up on the previous 
year. The interim dividend is 
being held at 10.5 cents a 
share. 

Mr Sutch said: "Although 
the full year’s results are 
expected to be materially lower 
than 1992. we expect that the 
second half-year’s results will 
not show a percentage drop as 
great as indicated for the first 
half year.” 

Asia’s airlines had previ- 
ously shown themselves to be 
relatively recession-proof, but 
with rapidly-increasing capac- 
ity and internal competition, at 
a time of weak global markets. 


for all 1992. Operating profit 
after depreciation was 
SKrl42m, compared with a 
SKrlWm loss for all 1992. 

Lower financial expenses left 
the group with a loss after 
financial items of SKr44m after 
including a negative SKr49m 
adjustment for changes in 
inventory values. 

The group said its strong 
position in the recovering UK 
and North American markets 
should offset weak demand in 
most of Europe in the second 
half. 

It expects to show a consider- 
able improvement on last 
year’s SKr564m loss. 


earnings are finally being hit 

Mr Sutch said: "The main 
cause of the drop in profits was 
the effect of the continuing 
recession in the company's 
major markets, particularly 
Japan and Europe.” 

Cathay has suffered the addi- 
tional disadvantage of Hong 
Kong’s high inflation: it was 
the airlines’ push to control 
operating costs, that ultimately 
resulted in the flight atten- 
dants’ strike. 

Passengers carried during 
the first half of the year 
totalled 4.1m, a rise of 3 per 
cent. However, the airline’s 
load factor fell 3 per cent, as a 
result of increased capacity 
from two new aircraft 


Philip Morris 
pegs dividend 

By Martin Dickson 

PHILIP MORRIS, the food and 
tobacco group which set off a 
price war in the US cigarette 
industry last April by slashing 
the price of its Marlboro brand, 
yesterday disappointed Wall 
Street by not increasing its 
quarterly dividend. 

It declared it would pay its 
existing 63 cents-a-share divi- 
dend to investors on October 
12, dashing analysts’ hopes of 
an increase, of up to « or 8 per 
cent. 

Philip Morris shares fell S3 
on the news, to stand at S48 l ; 
in lunchtime trading on the 
New York Stock Exchange. 


Steel division 
lifts Sandvik 
in first half 

By Christopher Brown-Humes 
in Stockholm 

SANDVIK. the Swedish engi- 
neering group, boosted first- 
half profits by 10 per cent to 
SKr994m (§123. 5m) as a sharp 
improvement at its steel divi- 
sion offset the impact of con- 
tinued weak demand. 

It said it remained on course 
to increase 1993 profits above 
last year's SKrl.53bn. 

The stronger Swedish krona 
helped the group lift sales by 
25 per cent to SKrl0.7bn, while 
orders rose 28 per cent to 
SKril.3bn. 

Excluding acquisitions and 
currency movements, sales 
were 4 per cent lower. Demand 
was "very weak” in Europe, 
particularly in Germany, and 
there was little evidence of 
recovery in Japan, the com- 
pany said. However, it noted 
relatively strong growth in 
Australia and Asia and some 
growth in North America and 
most of Latin America. 

Hie star performer was the 
steel division, where profits 
rose to SKr23lm from SKr95m 
on a 34 per cent increase in 
revenues to SKr3.25bn. The 
weaker krona helped the group 
lift volumes. 

The cemented carbide divi- 
sion lifted profits to SKriSGm 
from SKr586m as sales swelled 
34 per cent to SKr5.87bn. But 
the process systems division 
swung to a SKr24m loss from a 
SKrJSra profit. 


Avesta Sheffield back in 
black in second quarter 


RHONF.-POULKNC SA. 
i folders of Bearer and Registered 
International Depositary Receipts (IDRs) 

Holders of Registered IDRs arc given notice char their payment will 
be mailed to them on August 31, 1993 

Holders of Bearer IDRs are given notice chat the Annual Payment 
will be paid from August 31, 1993 (Payable Date). The Annual 
Payment is french Hanes 25J05 per II jR Share. 

Holders of Bearer IDRs will be paid by Chase Manhattan Bank 
(Paying Agent) against presentation and surrender of Coupon No. 4 
not less than 3 business days prior to the Payable Date. Jr surrender of 
Coupon No. 4 is less than 3 business days prior to the Payable Date, 
the Annual Payment will be made by the Paying Agent 3 business 
days after surrender. 

AH Holders of Bearer IDRs are required to submit the name and 
address of a bank in Paris and a french franc account for payment, or 
an address for which payment should be sent by Inench franc check. 


Coupon No. 4 may be presented to: 

'l*hc Chase Manhattan Bank N.A. 
Woolgate House 
Coleman Street 
linden, Kngland KC2P2HD 

'I “he Chase Manhattan Bank 
\ Aixemboucg SA. 

5 rue Piacris 
L -2338 
Dixembourg 


'I 'he Chase Manhattan Bank 
63 rue du Rhone 
CH-I204, Geneva 
Switzerland 

4 'he Chase Manhattan Bank 
NA 

4 1 rue Gambon 
7500 1 Paris 
france 

THE BANK OK NEW "YORK, 
AS DEPOSITARY 


August 26, 1993 



he Republic of Panama 
U.S. $70,000,000 

loating Kate Serial Notes due 1990 
For the period 

sth August. 1993 to 23th February. 1994 

_ with the provisions of the Notes, 

given that the rate of interest^ 

!e ° on 'thS ouSLSSg^Sid principal 

will be U *108.30. 


Notice to the Bondholders of 

©JAFCO 

Japan Associated Finance Co., Ltd. 

(the‘*CoBipany’*l 

U.S. §200.000,000 
per cent. Convertible Bonds 1999 
(the "Bonds”) 

NOTICE IS HEREBY GIVEN pursuant w Cundim.uis S1B1 and 14 m ihe Taw. 
andCundiiwni >tbe'Cwnl>Uon 3 "iM{ ihe Bonds Uui the Company has determined 
ro redeem mi 30 th September. W 3 tthe "Redempiion rute“i all outstanding 
Bonds at the pore of 103 per cent, oi the principal amount ■>( the Bonds tniteiher 
with interest .k trued to the Kedenpimi Date 
Set out below is the relevant infamuuon 
Applicable ZO consecutive iradinadayv. From and including ‘ 43 td July . 19 W 

to J nd hiding 19 th August. I 9!>3 
Conversion price in effect on 1 ’wh August. 14 * 93 : ¥ 8.900 

The average of high and low sale, prices of the Company’s 
shares as reported by the Japan Sec unues Dealers 
Association mi I 9 ih August . 1983 : ¥ 10.700 

The rate of exchange applicable upon conversion- ¥127 4*0 = SI 

Aggregate principal amount of the Bonds oui standing 
as at 19 th August. IW 3 Sl. 45 . 3 lti .000 

We would take to caO your atientum that, pursuant to Condition 4 'Ajiii. the 
Bonds cannot be conferred after the close of business on 3 Uth 
September. 1993 . 

Japan. Associated Finance Co.. I.td. 

By. THE SANWA BANK. LIMITED 
V Dated: 26 th August. 1993 London Branch 



ONE 

DEVONSHIRE 

CARDENS 

YOU DESERVE IT 


TEf.liPHOM:: Oil -.>39 200 T FACSIMILE: 041-33T I 6 03 


US$900,000,000 

Floating Rate Subordinated Loan 
Participation Certificates due 2000 

issued by Salomon Brothers AJaJeagesettschait 
for the purpose omnanerng a subordinated loan to 

A The Mitsubishi Bank, Limited 

notice is tetchy given that for the three months period from 26jh August 
WJ io 26ih November 1993 the Certificate* will carry a Coupon Rate of 
.V50*X per annum. 

Coupon payable on 26th November 1993 will tunoutu to: 

USS 894.44 per US$100,000.00 Certificate and 

USS 8,944.40 per VSS l j000.000.00 Certificate, respectively 

Mitsubishi Bank (Europe) SA. 

As A gem Bank 


FOREXIA FAX $ £ Dm V 

Mil a TIM PUBLIC weono OP accurate short tew KRElG* exchamc* hmmum 

DAILY FOREIGN EXCHANGE COMMENTARIES, 
CHARTS, FORECASTS AND RECOMMENDATIONS 

Using your (■siioMast ° fK - v *ol (+44J 81 332 7426 lor an Immrftais Pm rscont issue 


CENTRALE NUCLEAJRE 
EUROPEENNEA 
NEUTRONS RAPIDES 
SA - ISIEKSA 
FRF 700.000.000 
GUARANTEED FLOATING 
RATE NOTES DUE 1996 
For the period 
August 25, 1993 (o 
November 25, 1993 
the new rate has been fixed 
at 7.44821 % PA. 

Next payment date : 
November 25. 1993 
Coupon nr : 16 
Amount : 

FRF 190,37 for the 
denomination of 
FRF 10 000 
FRF 1903,69 for the 
denomination Of FRF 100 000 

THE PRINCIPAL PAYING 
AGBVT SOGENAL 
: SOCteTEGBOStALE GROUP 
15, avenue Emile Reuter 
LUXEMBOURG 
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NOTICE OF REDEMPTION 
To the Holders of 
REPUBLIC OF CHILE 
Floating Rate Bonds Dae 1996 
and 

Floating Rate Bonds Dae 1997 
Redemption Date; September 27 1993 
Notice is hereby given then the Republic of Cliile (the “Issueri") 
has elected ro redeem on September 27, 1993, the “Redemption 
Date"), pursuant to the provisions of the Bond Subscription 
Agreement, dated as of January 23. 1991 (.the 'Bond Subscription 
Agreement*), among the Issuer, (he financial institutions listed on 
the signature pages thereto, Chemical Bant fas successor by 
merger to Manufacturers Hanover Trust Company), as fiscal 
agent Uhe "Fiscal Agent"), and ‘Chemical Investment Bank Ltd 
(as successor by merger to Monufoctueres Hanover limited), as 
paying agent, M) al) of its outstanding Floating Rate Bonds Due 
199t5 (the “Series A Bondsl at a redemption price for each Series 
A Bond equal to the sum of (xl 100% of the outstanding principal 
amount of such Series A Bond on the Redemption Date and (y) 
accrued and unpaid interest from March 26. 1993 to the 
Redemption Date of SO, 182.73 per $250,000 outstanding principal 
amount of such Series A Bond (collectively, the “Series A 
Redemption Price*) and Oi l all of its outstanding Floating Rate 
Bonds Due 1997 (the “Series B Bonds", and together with the 
Senes A Bonds, the “Bonds") at a redemption price for each 
Series B Bond equal to the sum of (x) HXAi of Ihe outstanding 
principal amount of such Series B Bond on the Redemption Dale 
and (y) accrued and unpaid interest from March 25, 1993 (o the 
Redemption Date of S6.2LC.15 per 3250,000 outstanding principal 
amount of such Series B Bond (collectively, the “Series B 
Redemption Price"). The Series A Redemption Price and the 
Series B Redemption Price will become due and payable on the 
Redemption Date upon presentation and surrender of the Bonds 
(together with all unmatured interest and principal coupons 
appertaining thereto) to Chemical Investment Bank Ltd. or 
Kredicibank S-V Luxembourg eotse as paying agents with respect 
to the Bonds (collectively, the “Paying Agents’^, at their respec- 
tive addresses set forth in this Notice. Interest on the Bonds (and 
other amounts payable thereunder) shall cease to accrue on and 
after the Redemption Date. 

Bonds, together with all un matured interest and principal 
coupons appertaining thereto, must be surrendered to either 
Paying Agent listed below. 

The meihitf of delivery of the Bonds is at the option and risk of 
the holder of the Bonds, but if mail is used, registered mail with 
return receipt requested, properly insured, is recommended. 

Copies of this Notice of Redemption may be obtained from either 
Paying Agent listed on the attached schedule, or the Fiscal Agent 
at 270 Park Avenue, New York, New York 10017, U.S. A., 
Attention: Helena Lenac. 

REPUBLIC OF CHILE 


%% Chemical 


BY: CHEMICAL BANK as F isca l Agent 
MEMBER OF THE SECURITIES AND 
FUTURES AUTHORITY 

AupulJ27J. 1993 

Schedule of Paying Agents 

Chemical Investment Batik Lid Krediethank SA. Luxemhotirgeotae 
The Adelphi 43. Boulevard RpyaJ 

1-1 1 John Aitam Street U2355 Luxembourg 

London WCiN' til IT 
England 


* Daily Gold Fax - free sample 

Oii Anne Whitby 

X ce*. Itocn Chiit An*ty-ii* Ltd Tel: 071-734 7t74 

7 Swallow snoot, London Wirt 7HD.UK- Fox. 07 ] -439 4966 

"S* commodhy apociaUil* for over 22 years 0 f;t , 8R A 



ECU TontilmrtHt PLC 
2S Chwhom Place 
BctgrnvlJ 
LonCOn SWtX 8 HL 
Tet; * 7124*0088 
PJDU «71 2356599 
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INTERNATIONAL CAPITAL MARKETS 


European sectors rally sharply on rate cut hopes 
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By Peter John in London and 
Patrick Harverson In New York 

GROWING expectations that 
Germany will cut its key inter- 
est rate today helped all the 
main European government 
bond markets to rally sharply. 

Confidence in a move by the 
Bundesbank grew as a survey 
of 12 German economists 
showed that the majority 
expect the discount rate, which 
sets the floor for German inter- 
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est rates, to fall by half a point 
to 6'4 per cent. This compares 
with a consensus in the UK of 
a quarter point cut. dealers 
said. 

Also, the latest German 
regional inflation data showed 
that price rises in western 
Germany were slowing 
down. 

However, yesterday's Bund- 
esbank repo was carried out at 
an unchanged 6.80 per cent 
rate and one economist said: 
“AH things being equal, the 
Bundesbank has no more rea- 
son to cut this time than last 
tune." 

At the last council meeting 


before the summer recess a dis- 
count rate reduction had been 
widely flagged, but only the 
Lombard rate, which sets the 
celling for lending, was altered. 

Another economist argued 
that the traditional refusal of 
the Bundesbank to bow to mar- 
ket pressures made it even less 
likely to ease by a half point 
following the German econo- 
mists' forecast. On balance, the 
rate-cut logic would not go 
away and bund futures on Uffe 
gained 36 basis points to end at 
97.52. 

■ FRENCH government bonds 
surged ahead yesterday with 
the futures contract breaking 
through several support levels 
to record a gain of 66 basis 
points at 122.94. 

The rally was led by the 
futures with heavy turnover of 
140,000 contracts. The bullish 
tone was reinforced by 
a purchase of 10,000 call 
options, a bullish trade which 
gives the investor the right but 
not the obligation to buy at a 
fixed price and time. 

Dealers said much of the rise 
was technical with stop-loss 
buying triggered at certain 
points and the "feel-good" 
effect of the market deterring 
any sellers. 


This was helped by a stron- 
ger franc against the D-Mark 
and the fundamental view that 
France needs to cut rates more 
than Germany. 

Ten-year French government 
bond yields fell further 
through German yields yester- 
day, to 5 basis points below the 
German 10-year bond. 

■ IN THE UK concerns of a 
significant shift of assets away 
from the gilts market faded as 
long-dated paper responded to 
the rate cut euphoria. 

Most dealers had heard 
strong rumours that Middle 
Eastern investors were taking 
profits on Tuesday. The 
rumours prompted a number 
of traders to take short posi- 
tions, but as the speculation 
lost ground, books were 


squared and prices squeezed 
higher in a thin market. 

Long gilt futures for Septem- 
ber recovered nearly half a 
point to dose at 112 %. 

■ HIGH -yielding markets, 
which have greater room Tor 
interest rate manoeuvre in the 
event of a German cut, were 
particularly strong yesterday. 

Spanish debt prices received 
additional impetus from the 
encouraging wage negotiation 
talks between the government 
and unions. Also the Spanish 
peseta broke through PtaSO 
against the D-Mark. Italian 
government bonds also rose 
sharply with the futures con- 
tract lifting more than a point 
to 113.44. 

■ US Treasury prices were 


mixed across the maturity 
range yesterday morning, with 
shorter-dated securities buoyed 
by talk that the Federal 
Reserve was buying notes for a 
foreign central bank. 

By midday the benchmark 
30-year government bond was 
down £ at 100& yielding 6.199 
per cent At the short end of 
the market, the two-year note 
was up ‘A at 1Q0£, to yield 3942 
per cent 


Prices rose in early trading 
cm the news that durable goods 
orders fell 39 per cent in July. 

The gains, however, were 
shortlived when traders real- 
ised that the decline in orders 
was entirely due to a fall in the 
always volatile aircraft sales 
component 

Excluding transportation 
orders, durable goods orders 
actually rose L3 per cent in 
July. 


BT issue injects liquidity 
to Eurosterling 9 s long end 


By Antonia Sharpe 

BRITISH Telecommunications 
yesterday returned to the 
international bond market 
after a three-year absence, and 
its £5Q0m issue of 10-vear 
Eurobonds injected 
badly-needed liquidity into the 
long end of the Euro sterling 
market 

Corporate yield spreads have 
tightened substantially since 
the start of this year because 
demand for long-dated, non- 
government sterling paper has 
far outstripped supply. 

According to SG Warburg 
Securities’ corporate unsecured 
index, the spread over gilts for 
maturities of 10 years or more 
has fallen from 153 basis points 
at the end of 1S92 to around 90 
basis points. 

As a result of the lack of 
supply, many of the sterling 
Eurobond issues launched ear- 


lier this year have become 
illiquid and are trading at a 
large premium to par. 

But the joint lead manager. 
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SG Warburg, said that BT's 
bonds should keep their liquid- 
ity because of the large size of 
the issue. 

The bonds, which carry a 
coupon of 7'* per cent, were 
priced to yield IS basis points 
over the S per cent gilt due 
2003. When they were freed to 
trade the spread tightened to 
15 basis points. The all-in cost 
of the unswapped deal to the 
issuer was 23 basis points over 
gilts. 

Treasury officials at BT said 
the proceeds of the issue would 
be used for general corporate 
funding. BT, which repaid over 


£lbn of its debt last year to 
bring its gearing below 20 per 
cent, has £300 m worth of 
scheduled repayments over the 
next two years. 

Meanwhile, syndicate man- 
agers are waiting for the World 
Bank to decide who will lead 
its next global dollar bond. The 
World Bank said that the win- 
ners of the mandate were 
likely to be announced early 
next week. 

The offering is expected to 
raise S1.25bn and have a matu- 
rity of 10 years. The World 
Bank said that discussions on 
the spread over US Treasuries 
had ranged from 10 to 17 basis 
points. Some syndicate manag- 
ers expect the issue to be 
priced at a spread of 14 to 16 
basis points. 

The Eurodollar sector was 
active across the yield curve, 
as more borrowers took advan- 
tage of the continued demand 


NEW INTERNATIONAL BOND ISSUES 


Borrower 

US DOLLARS 

BoOsouth Tetacomm+rtcattona 
RapubSc of FWand 

Cradfto lta»ano(HK BranctDI 
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m. 
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50 
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% 
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4.5 
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(W 

to 

CO 
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loon 
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0-335R 

+18 (816-03) 

Lehman BrosJ SO Wartiurg 

AHanca & Letceater B/S 

200 

(0 
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5.5 

008 

Sep-2003 
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ITALIAN LIRA 

DSL BonkQ 

150bn 

8.9375 
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. 
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VattonLat Treaaray 

SOO 
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1.876 
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SHB, London Branch 
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Japan highway PubBc Co>p 
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find terms and ran-cafetta unless stated. The yield spread (aver relevant gavamnwt braid) at launch Is SuppOed by Via lead 
manager. (Floating rate note. R: fixed re-offer price; fees are shown at the re-offer level, a) Coupon pays S-month Libor - a 1875%; 
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and &5% thereafter. Short last coupon pays 3-montti Ubor - 025*. d) Issue bunched on 24/B/B3 was Increased to 5150m. Coupon 
pays 6-month Libra + 1.1% fra years 1 - 4 and + 25% thereafter. Caftatte at par on any coupon payment data from S eptember 1937. 
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untd 1/10/93. Minimum amount FliSOm; borrower intends to tabs RSOOm. Initial Issue price b record e d, ft) Spread b over interpolated 
ytefcj curve. I) Capable at par on any coupon payment date after 2 years. 


for dollar-denomiuated paper. 

At the short end, Finland's 
$250m offering of three-year 
Eurobonds offered further 
evidence that investors 
were looking more favourably 


on Scandinavian borrowers. 

The bonds were priced 
to yield 28 basis points over 
underlying US Treasuries. 

At the long end, BellSouth 
Telecommunications raised 


5300m through an offering of 
15-year Eurobonds which 
syndicate managers said was 
fairly priced at 50 basis points 
over the 5% per cent US Trea- 
sury due 2003. 


KOP offers $100m 
in notes as part of 

recapitalisation 


By Hugh Camegy 
in Stockholm 

KANSALUS-Osake-Pankke. 
the iwnting Finnish said 
yesterday it was Issuing per- 
petual subordinated notes 
worth 5100 m in international 
markets as part of its bid to 
recapitalise following a period 
of heavy losses without tailing 
beck on direct government aid. 

KOP said tiie issue, the latest 
move in a programme to raise 
about FM4bn from share and 
bond issues, was being made 
without recourse to govern- 
ment guarantees which the 
Helsinki authorities last week 
agreed in principle to make 
available to KOP an d Unitas, 
Finland's second-largest 
bank. 

The new KOP notes have a 
maturity of 50 years and carry 
a coupon of two points above 
the London, interbank offered 
rate (Ubor) until the fifth year, 
when the coupon will rise to 
Ubor plus 35 points. The issue 


is being lead managed by Salo- 
mon Brothers international. 

KOP is, in effect, paying a 
premium for the notes by not 
mn icing Qge of the government 
guarantee. But the bank said 
the price was reasonable given 
the guarantee fees it avoided 
and the importance to KOP of 
remaining independent. 

The bank last week 
announced an international 
share issue of up to FMlbn to 
add to the FMlbn already 
raised from a share issue ear- 
lier this year. It has also raised 
FM250m in an earlier bond 
issue and intends to raise a 
total of FM2bn in bonds. 

KOP, which last year U P 
a FMLTbn injection from the 
state in preference capital, 
believes it can maintain a capi- 
tal adequacy ratio of 10 or 11 
per cent - above the 8 per cent 
international minimum - with- 
out further recourse to govern- 
ment aid despite not anticipat- 
ing a return to profit until 
1995. 


Sumitomo aims 
to establish 
securities unit 

SUMITOMO Trust & flanking 
will apply to set up a securi- 
ties dealing subsidiary this 
autumn. Rents: reports from 
Tokyo. 

The bank saM in March that 
the subsidiary was likely to be 
capitalised at around TlObu. 
This level of capital looks set 
to rise since Sumitomo plans 
to let the unit engage In gov- 
ernment bond trading. 

Financial reforms allowing 
banks and brokerages to enter 
each other’s turf through sub- 
sidiaries took effect in ApriL 

So far. Industrial Bank of 
Japan, Long-Term Credit Bank 
of Japan and Norinchukin 
Bank, the mafai agricultural 
co-operative hank, have set up 
securities arms. 

Sumitomo Trust and Mitsu- 
bishi Trust & Banking have 
said they would join the busi- 
ness in 1993-1994. 

Japan's big commercial 
banks are not allowed to set 
up securities subsidiaries 
before next July. 


Turkey allows 
equity mutual 
funds on ISE 

TURKEY’S Capital Markets 
Board {SPTO is to allow equity- 
based mutual funds to be 
floated on the Istanbul Stock 
Exchange, Reuter reports from 
Istanbul. 

Mr Caner Ertuna, SPK's dep- 
uty head, said the decree 
allowed for the establishment 
of index-based mutual funds 
with an obligation to invest at 
least 35 percent of their portfo- 
lio in shares making up the 
ISE Index. Turkish equity 
funds now total more than 
TL&OOObn. - 

Mr Ertuna said: "The -new 
regulations will play an impor- 
tant role to develop financial 
markets and benefit more effi- 
ciently from these markets in 
privatisation- A parallel mar- 
ket will develop and the gov- 
ernment will be able to sell a 
larger portion of its shares to 
these funds.” 

The recent implementation 
of tax advantages to mutual 
funds had unleashed a flurry of 
new fund issues. 
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Croat RrewSHi W. 

tamark 9% 95 

ECSC 81a 98 

EEC 81a 98 

BB7%». 

SB 9% 97 


Bee fe Fiance 9 96 — 
Eura Cred Coni IlOH. 
EurollnHgU 98. 


Ex-Lin Bank Japan 8 OS 

Export Dev Coro 9% 98 — . 

FHend 7% 97 

finnWi Export 9% 95 

Port Motor Croat 8% 98 

Gen Elec Capital 9* 96 

GMAC gig 88 

M Bk Japan Bn 7% 87 

Hit Anar Oer 7% 96 

Italy 8% 94 . 


Japan De»*a*01 

Kansal Bk Pur 10 98 

LTC8RnB«7 

MatenNte Bee 71a 02 . — 

New Zealand 9 94 

Nppon Cred Bk 10% 95 

Mpp<>> Tri Tri 9% 85 

Norway 7>a 97 

Ontario Tig 03 . 


Qatar KonW*»rt(B%Oi . 

Pebo-Omada 7% % 

Quebec Hydro 9M 98 

Quebec Prw 9 98 

Sstasbiay 9** 96 

SAS 10 99 

SCAB 9»a 85 

SNCF 9% 98 

Spain 6% 99 . 


stale Bk NSW 8*2 96 

Sweden 5% 95 — 

SanedHi Export 8 % 98 
Tokyo BeePewer B4, 86 . 
Tbkjo Metropols 8 % 96 _ 

Toyota Motor 3H 98 

IrtedMnpdOTi 7% 02 _ 

World BartT 8 % 99 

World Bank fr*, 97 — — 


DEUTSCHE MMX SIHAfSKIS 

Austria STfe 97 

B^jpum 7% 03 . 

Cretft finder 71a 03 

Danmark G 1 , 86 


Deutsche finance 7% 95 . 

ECSC 8 s ! 98 

EEC 6% 00 . 

BB7% 99 . 



1000 

60S 

400 

100 

SC 

ISO 

1500 

1000 

300 

100 

300 

1571 

193 

100 

250 

1000 

200 

325 

100 

500 

150 

200 

mo 

1500 

300 

200 

200 

300 

1500 

500 

350 

200 

1000 

850 

150 

200 

1000 

3000 

200 

200 

150 

200 

158 

200 

soo 

150 

ISM 

200 

2000 

700 

300 

200 

1500 

3000 

1500 

1500 


500 

500 

2000 

2000 

1000 

700 

2800 

400 

3000 

500 

5000 

4000 

2500 

1000 

5500 

1000 

2000 

300 

1250 


(hero O jn Jdequua 
Chg. 

ted onw day 

102 % 102 % * 1,1 
no iivj *% 

115% T16% ♦% 

108*3 1087, 

1181, 118*2 +% 
I09*e 109% t*a 
13*2 13% 

llO*a HI ,*» 
107J, 1Q7J, 

108^ 109*2 «*a 

119*3 *% 
108 


secondary market. 




1101« 1107, 

108*. 109*8 +% 

108 'a 1081, 

115*g MB »*b 
115** 1155, *5, 

105 105*2 
111 111*2 +% 
1135* 11372 **8 

117% 117»* +% 

108*1 1081 . 

109% 1 10U ♦*, 

102*5 103*0 **a 
112*1 112*1 
109 109*2 
108*2 109*, 

1081a 108% 

>05*8 105*2 
116 1IB*« 

1I2*i 113*8 
107*1 1084 
107*3 108 

105*, 105*2 
109*a HO -<i 
107*8 108*8 +*e 

107*. 108 t*a 

108*2 10 (Hi .12 

116^ 117 +*2 

106*8 106* .*4 

<1!N ] M!e ^ 

3 
♦*. 
►*4 

A 
3 
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1011 , 

106*8 

Si 

. 1035b 
104*, 104*i 
108*2 loa^i 
5©S»2 107 

104 1 04*4 
162*8 103 

25U 25*2 

(Ol*, 101*2 
114*, 1141a 


100 110 
290 101U 
300 112*2 
100 115*2 


100 

100 

240 


111 
102 
113 

— 1T6 

300 1721a 112*, 
100 lOSU 104 
107 

113 113*1 
110 111 
200 1001, 101 
400 107*i 1081a 
100 38*4 90 

450 1161, I18*i 
ISO 102*, 103*4 
600 (13*8 U3V 


75000 102*2 102*, 
40000 1051, 1Q5*, 
100000 111*8 
20000 105*. 108*4 
500)0 107*, 107% 

30000 114% 114} 

100000 103*1 103% 

120000 112% 112% 
50000 107 107% 

60000 102*. 103 

30000 HIV 112 
20000 104*4 10**, 
50000 112% 112*2 


717*, 118% 
105 105% 
*09*2 1 10 

102*5 102% 

108% 109 (a 

110% 111% 
110*4 110% 
101% 102 
108% 109% 
115% 115% 
113 113% 


89% 100% 

104*2 104% 
100 100 % 
102 102*4 
107% 107% 
101% 101' 
106 

12% » 
,a $ 


flow 

6.18 

4.43 

5.49 

4.95 

SM 

4.88 

7.38 

4.41 

4.10 

4.70 
5 37 

4.11 
4.78 
4JW 
441 
504 
5.17 
4J8 
4.56 
595 
538 

521 
4.48 
580 
4.82 
524 
524 
4.85 
1.01 
568 
4*55 
542 

522 
175 
498 
4JW 
4JW 
527 
571 
4^9 
567 
558 

523 

554 
4 37 
5J29 
551 
464 
4J1 
4. 68 
4.77 

4.71 
518 
5.92 

5.41 
4.75 


590 


*% 559 

<■% 511 

+>, 504 
512 

*% 6.18 
-% 531 
♦% 544 
*% 586 
.% 8 31 
h% 556 
518 
6.65 
+% 500 

r% 662 
6.38 
5a 
4% 505 


511 
-*S 4.43 
t*a 524 
5.49 
4.88 
-% 5J1 
547 
5.33 
443 
-■« 4.71 

-% 5.10 

5.17 
*% 5.02 

4.B5 
*% 4.63 



OTtCH STRAIGHTS 

Albert 7% 95 LFr 

Gerfircree Ur* 9*j 99 LFr 

World Bank 8 96 LFr 

Bark Vow Nod Gem 7% 02 R 

Eneroto BOTeer 8% 68 fi 

Mwaftwtaw 10% 96 CS 

Bell Canada 10% 39 CS 

BnQsti Cohnnba 10 96 CS 

08 10% 99 CS . 


Laresr prices A 6*5 pm on August 25 
Chp- 

Bk! Olhir day VMd 
100 101 7.48 


aec de France 9% 99 CS 

Gen Bee CaotH 10 96 CS 

XIWWHn 10 01 CS 

Nippon Tel Tel 10% 99 CS 

Ontario 8 03 CS 

Ontario Hydro 10% 99 CS 

Osier KnrMbnk 10** 99 CS - 

Quebec Pray 10% 88 CS 

Bdfltam 9% 98 Ecu 

Corel finpe 9 01 Ecu 

CrrtW Lyormta 9 96 Ecu 

B8 10 97 Ecu . 


Faro del SM 10% 98 Ecu - 

lory 10*, 00 Ecu 

Span 9 96 Ecu 

United Hngdom 9% 61 Ecu. 
HX 10 99 AS — 


BP America 12% 98 AS 

Comm Bk Aus&ska 13*, 99 AS . 

BUportltoans 12% 95 AS 

McDonalds Canada 15 95 AS — 
NSW Treasury Zero 0 20 AS — 
FU.I Bft* 7*, 03 AS. 


Sti Aind Govt fin 9 02 AS 

Unfcmr Austria 12 98 AS . 


AttMy NaB Trees 13% 95 £ 

ADflice Lefca 11% 97 £ 

Brtfeh Got 12*. 95 £ 

BrtWi Land 12% 18 £ 

EB 1007 E 


H*«n 10% 97 £ 

Hanson 10 % 97 E 

HS9C HaUtngs 11.69 02 £ . 
nay 10% 14 £ . 


Land Sees 9% 07 £ ...__ 

Ontario ll%01 £ 

Porrergerr 8% 03 E 

Sevan Tram 11% 99£..._ 
Tokyo Elec Power 11 01 £. 

World Bank 11% 95 C 

AWev NaBord 0 96 NZS _ 

TOC Fto 9% 02 NZS 

CEPME 10 95 Ffi 

Bee de France 8% 22 Ffi. 
5NCF 9% 97 FFr 


FLOATING RATE NOTES 

Banco Koma 0 99 

BeWtal ,*, 97 DM 

BFCE -0.02 96 

Brttreda 0.10 96 £ 

CCCf 0 C Ecu 


CHCOTOBkB % 98 . 

Cred* Fonder -U 98 _ 
CreiH Lyamds 00 _ . 
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1057, 108% 
■ 10% 111% 
109% 110% 
113% 1 14% 
108*4 109% 
112% 113% 
111 % 112 % 
108% 109 

113% 114% 
113% 114 

103% 1037, 
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113% 114% 
113% 114% 
108 108% 
112 112% 
•04% 105% 
110 % 110 % 
111% 111% 
117% 1 1B 

106 108% 

113 113% 
113% 113% 
112% 113% 

131 131% 
110% 111 
114% 115% 
13% I3»i 
101% 102 
108% 108% 
119 119% 
110 % 110 % 

114 114% 
109% 109% 
134% 134% 
110 % 110 % 
111% 111% 
110% 111% 
120% 120% 
121% 122% 
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72S 
7.12 
6.75 
629 
+% 631 
-% 7.66 
-% 643 
*% 661 
»% 7.27 
6£4 
-% 757 

♦% 7.47 
+** 782 
4*, 7.35 
-% 7J8 
7-25 
648 
*% 702 
r% 694 
,% 646 
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6.52 
+% 684 
+*4 7.18 
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*% 72S 

»% 5.98 
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Denmark -% 96 1000 

Drafter finance A sa DM 1000 

Bee de fiance % 99 400 

Ferro del Star 97 420 

Maid 0 97 1000 

Halifax BS 95 E 350 

rand a qa 300 

lay % 98 2000 

Leeds ftrmumenl % 96 £ 200 

Lloyds Bo* Perp 3 610 uOQ 

Matiysta It 05 _____ 850 

Huumdde 0.08 96 E ■■ ■ ■ 300 

New Zealand % 98 250 

Rente 0 06 SOO 

SOCteto Generals 0 96 300 

SBH Ol Victoria 0.05 99 125 

SwKton 098 1500 

United Mngdom-% 96 4000 


99.41 
100.04 

09.04 

99.63 

9689 

9696 

100.37 

100.10 

9959 

9688 

101.97 

9654 

9682 

99.93 

99.56 

100.04 

9947 

84.42 

loom 

0366 

100.02 

6L3S 

9932 

99.45 

9999 

9682 


Offer 
99.66 
100.14 
9698 
9673 
9621 
10028 
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99 97 
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ODMUBIBLE BONDS 

teownlnp-FetTls &% « 

Chut* Capital e 98 

Eastman kodak 5% Ol 

Goto Koaoorae 7% oo ... 

Hansen 9% 08 E 

Hawley fief B 02 

Land Secs 6% 02 £ 

Laamo 7% 05 e 

Mad Bar* 2% 03 


Mount ba fin 6‘j 97 

Had Power 6% 08 £ 

Ogden 6 02 

Smfli Napnew 4 02 £ 

Sumitomo Bank 3% 04 

Sun ABanee 7% 08 £ 

Tceeo Capital 9 OS £ 


Cone. 


400 52% 

250 88 

300 50.67 

05 1.0554 

SOO 65875 

400 101 

84 8-72 

90 544 

200 23366 
100 6283 

250 433 

05 39*177 
90 1.775 

300 3808J 
155 69 

200 651 

300 82% 
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95 *, 
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Ofta, Prero. 
100 % 

118% ,12.55 
120 -1.45 
112% ,47*18 
118% >1638 
133% 

105% ,692 
91% 

101% ,1693 

102% t^iBO 
103% ,2493 
98% ,5735 
133% >60.96 
9B&42B 
112% >1671 
125% ,37.39 
108% ,7.70 
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RISES AND FALLS YESTERDAY 
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Fbr altar rales please refer u Bis Guide to the Lcndm Srae Sente 


TRADITIONAL OPTIONS 


First DeaSngs Aug. 23 

Last Dealings Sept 10 

Last Declarations Nov. 25 

For settlement Dec. 6 

3-month call rate indications are 
shown In Saturday odltiona. 


Calls: Amlnex, Aran Energy, 
Aveeco, Buhner (HP], Chloride, 
City of London, Dickie (JJ, MB Car- 
adon, Psion and SEP. Puts: Herring 
Baker and LTT Old. Puts & Calls: 
Ancon, Babcock and Prion. 


FT-SE ACTUARIES INDICES 

The FT-SE 100, FT-SE Mid 250 and FT-SE Actuaries 150 Indkxe and tile FT-SE Aeflmriaa 
Industry Basket, are oalciiLiInt by Tbo lalcnuUnnal Stuck K«rln ir ol the rib~W n 

and Republic of Ireland U nd i crt - o The Inienulkxial Suxdt Exchange of U» United Kbugdatn 
and Republic of Inland Umlled OS3 Ml nebta reserrod. 

The FTAciiLirles AU-Sbare Index la calculated by The Kina octal Tiroes Limited In canhirc- 
Uan with the hnUtuto at Actuaries and the Faculty rf Actuartea. o nu, pinanrfal 
Limited lan. AU rlgbla reserved. 

The FT-SE 100, FT-SE MU 05O and FT-SE Actuaries 350 Indices. Un FT-SE AchoriBa 
Industry Boskets and the FT-Artiuriu AD-Share bjtto me nemtm of the FT-SB Arimrles 
Stare tedins series which are eakrolaled In occantanoa with a standanl aet or Rraund rtitea 
rttCdrttahod by Tha F tnainria i Tlmos Limited and Lonrton Srock Ezciuiuw In coni unction with 
tbo Lnuliuic of Aeruartis and Ura Faculty or Actuaries. 

■FT-SE* ind ‘ Footsie" are joint irata tsurks and srsvke marks of tba ijnfeii stock 
Exchange and The Klnandnl Times UmJicd. 


LUTE EQUITY OPTIONS 


ous fins 

Oct 6 m Apr Oct Jan Apr 


CALLS PUIS 

■o* fib Bey No* » Stay 


UatAvm 800 36 48 58 11% 24% 27% 

rCI] 650 It 20 33% 30 51% 54 

330 28*2 33% 41 8 15 19 

1 360 10% 18% 28 23% 31% 34% 

ASM 57 12 - - 1% - - 

r«) 87 4 - - 4% - - 


M 345 18% 30 - 14 24 - 

C347 I 380 13 22% 30 23% 32% 38% 

Safl80taA 420 40% 51% GO 8 17% 22 
r«7 ) 4S0 17% 30% 39% 2B% 38% 41 

to** 480 34 48% 56% 7 14 19 

(*«*> 500 14 23 33% 24 33 38 

BP 300 24 31% 38 4 0 12% 

[*317 1 330 8 18 20% 18% 23% 27 

MMGkd 110 II 18% 20 9% 9% 12 

t*114 J 120 8 11% IS 11% 15% 17% 

Bass 500 38 44% 51 11 24% 30% 

r922 ) 550 11 18% 27 37% S4 90% 

Mfctttl 800 60 76% 03% 11% 23% 29% 

("MO ) 050 29 48% 84% 31% 48 52% 

Cmrtarili 550 30% 43 55 14 23% 28% 

(■SB) 000 9 19% 31 44% 51% 50% 

Qm IMn 980 49% - -5% - - 

PB15 1 029 17% - - 25 - - 
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Und tar BS0 38 51 83 10% 20% 28 

f873 ) 700 72 28 37% » 47 51% 
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400 46% 57% 81% 5 12 17% 
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Mnstuy 500 23% 35% 48 17 20% 31 
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110 a 13 IE 7 11% 13% 
1060 55% 75% 00 17% 30 44 
1100 27 48 63 42 64% 87% 

700 33% 49% S7 2S% 34 47 
730 13 27% 33% 58 64% 79% 

Oct fib Bar Oot M Hi) 


Grand IM 
r*ez i 
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rasi i 


460 21 33% 41 15% 28 32% 

500 7 18 23% 43 53 50% 

200 14% 21% 24 11 16% 22% 

220 5% 13 15% 24% 29 35 

360 31% 42% 45% 9% 18% 26% 

390 14% 27 30 25% 34 43% 
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200 B 8 14 23 28 32 
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CALLS P0JS 

Sip On (tor tap Ok Bar 


mtm 420 54% 70 78% 25 35% 45% 
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COMPANY NEWSs UK - BUILDING A NEW MB-CARADON 

CarnaudMetalbox sale Bold deal soothes anxic 


hits half-year outcome “ a ? e 

By Maggie Uny Inrome during the half year to recovery were mixed but this -1- market 5 


anxious onlookers 


Urry on why RTZ’s £800m disposal solves MB-Caradorvs predicament 


By Maggie Uny 

INTERJM RESULTS from 
MB-Caradon were hit bv the 
sale for £487m net of tax and 
expenses of its 25.3 per cent 
stake m CarnaudMetalbox in 
April and by competitive trad- 
ing conditions in some of its 
markets. 

However, translation of over- 
seas profits at lower sterling 
exchange rates boosted pre-tax 
profits, which, excluding 
e *c®pnonal items, were 2 per 
cent lower at £59.5 m, Operat- 
ing profits, which ignore the 
affect of the CMB sale, rose 
20.5 per cent to £51 .2m. 

Earnings per share fell from 
7.{jp to 7.2p, excluding excep- 
tional items, because of the 
dilution from the sale of the 
CMB stake. Including excep- 
tional earnings were 24.5p. 
*nie Interim dividend goes up 3 
per cent to 2L83p (2.75pj. 

The CMB stake contributed 
£5 -2m (£20. 6m) in associate 


Income during the half year to 
end-June, and the proceeds of 
the sab reversed an interest 
charge of £2.5m to interest 
receivable of £3.1m. 

It also produced an excep- 
tional profit of £iQ0,3m. against 
which a £7m provision was set 
relating to the restructuring of 
the UK cheque printing opera- 
tion. 

The group, which is chang- 
ing its name to Caradon. 
increased turnover by 13.5 per 
cent to £388.4m, including 
£2.-flm of sales from the US 
Checks in the Mail business 
bought at the end of May. 

Turnover from the UK build- 
ing products division increased 
10 per cent to £205.4m, with 
volumes up 11 per cent and 
prices down l per cent. Operat- 
ing profits Cell 3 per cent to 
£17-3m. 

Mr Peter Jansen, chief execu- 
tive, said that pricing was par- 
ticularly competitive in bath- 
room products. He fipid signs of 


recovery were mixed but this 
was normal at this stage of the 
cycle and the group was fairly 
confident. 

Overseas building products, 
largely continental Europe, 
increased turnover by 18 per 
cent to £63.4m, but in local cur- 
rency terms turnover was 
static with volumes down 3 pier 
cent and prices up 3 per cent. 

Operating profits rose 33 per 
cent to £lDm. again boosted by 
currency translation. Mr Jan- 
sen said business on the Conti- 
nent held up relatively welt 
with the German construction 
industry benefiting from 
changing social needs. 

Security printing turnover 
rose 32 per cent to £99. 6m. 
though in dollar terms the US 
business increased sales l pier 
cent, with volumes up 5 per 
cent and prices down 4 per 
cent Operating profits were 40 
per cent higher at £23.9m, 
including a £600,000 contribu- 
tion from Checks in the Mail. 


RTZ will net some £900m 
from Pillar disposals 


By Kenneth Gooding, 

Mining Correspondent 

RTZ CORPORATION, the world's biggest 
mining company, will have raised about £L2bu 
cash from disposals once it h anks the money 
from the sale of the Pillar businesses. But don't 
expect it to go on a buying spree. 

Mr Bob Wilson, chief executive, m id the r».ch 
- including §6O0m (£403m) from the sale of oil, 
gas and gold assets from the Nerco US coal 
company acquired for SLlbn earlier this year - 
would not open up any new opportunities for 
RTZ, which was continuously looking for min- 
ing investments around the world. 

But these opportunities came along only spo- 
radically and RTZ had no deals nearing com- 
pletion in the next few months. 

Sir Derek Birkin, RTZ’s chairman, said the 
sale of Pillar “is consfelent with RTTs strategy 
of concentrating solely on our world-class min- 
ing assets where we have strong competitive 
advantages." 

The deal with MB-Caradon was signed at 
7_31am yesterday, after months of negotiations. 
MB-Caradon said it first asked RTZ 18 months 
ago if Pillar might be for sale and was told it 
could be at the right price. But MB-Caradon 
could not move until it had sold its stake in 
CarnaudMetalbox. a process it put in train early 
this year. 


Mr Wilson said MB-Caradon made its 
approach six months ago, after which RTZ dis- 
creetly canvassed other potential buyers and 
also considered breaking up Pillar before decid- 
ing on the chosen route. "We have satisfied 
ourselves we got the best-possible deaL" 

Earlier this year RTZ sold various smaller 
Pillar operations, principally the Skipper vehicle 
distribution business in the UK for £30m. 

The remaining Pillar operations suffered 
“modest" losses last year, Mr Wilson said. These 
are to be disposed of “as soon as practicable". 

RTZ said that including the earlier sale and 
on completion of all the Pillar transactions, 
together with tax previously prorided for. RTZ 
would realise about £300m. 

Last year, net earnings or the whole Pillar 
business were £20m after charging ElOm after 
tax in reorganisation costs. 

Once all the Pillar assets are sold RTZ expects 
to face an exceptional loss of about £i65m after 
writing back goodwill - mainly arising from the 
1988 acquisition of the minority interests of 
Indal in Canada - and other accounting adjust- 
ments. RTZ said that, without the write-back of 
goodwill, there would have been a profit of 
about £343m. representing a 40 per cent pre- 
mium on net asset value. 

On completion of tee sale to MB-Caradon, 
RTZ’s gearing will fall from about 40 per cent to 
14 per cent. 


T HE enthusiastic 
response by the stock 
market to MB-Caradon 's 
purchase of RTZ's industrial 
activities was as much relief at 
the deals not done as a wel- 
come for the acquisition. 

MB-Caradon was in a tricky 
situation. In April it raised 
£467.5m net of costs from 
selling its quarter stake in Car- 
naudMetalbox. the packaging 
group, and the money was 
bunting a hole in its pocket. 

With a market capitalisation 
yesterday morning of £1.43bn, 
the CMB money represented 
almost a third of MB-Caradon’s 
worth. 

With interest rates low, the 
return on the cash was negligi- 
ble compared to what it could 
be earning if invested in a 
business. That was bound to 
depress the group's current 
year earnings. 

So MB-Caradon needed to 
put that money back to work 
as quickly as possible, and 
wanted to invest in the area of 
building products which it 
regards as its core. 

At tee same time, the stock 
market was pushing up the 
prices of likely target compa- 
nies as it anticipated tee effect 
of recovery on such cyclical 
stocks. 

The market feared that MB- 
Caradon ’s urgent need to 
invest would draw it Into a 
hostile bid for a quoted com- 
pany. and force it to pay well 
over the odds. 

Said one analyst yesterday: 
“The RTZ deal is the answer to 
a maiden's prayer. As far as 
buying a quoted company goes. 
MB-Caradon was left for dead. 
The market had pushed up 
prices, leaving no room for a 
takeover premium." 

Another concern was MB- 
Caradon's earlier intention to 
expand in European building 
materials. With recession still 
deepening in continental 
Europe, but asset prices not 
yet reflecting that, it would 
have been just the wrong time 
to buy. 

The £800 m deal announced 
yesterday to buy most of RTZ's 
Pillar group of industrial busi- 
nesses is by far the better solu- 
tion. 

It takes MB-Caradon into the 
North American building prod- 
ucts market, and adds leading 
brands in the UK. such as MK 
Electric, Friedland. Catnie and 
Duraflex. 



Ashtoy Ashnood 


Peter Jansen (left) and Antony Hicbens will be pushing through 
margin enhancment from 2.9 per cent in North America 


The European business is 
relatively small at 8 per cent of 
turnover. 

The acquisition price might 
look high at first - the exit p/e 
on stated pre-tax profits of 
£51. 3m is about 24. But 
that is after £16.5m of head 
office costs - which MB-Cara- 
don might halve - and £8.6m of 
reorganisation costs. Adjusting 
for those and the pension con- 
tribution MB-Caradon will 
have to pay. the exit p/e for 
1992 might be nearer 19. some- 
what below the building mate- 
rials sector rating. 

E ven so, the deal is a bold 
step. It will double tbe 
size of MB-Caradon’s 
building products operations, 
and brings in a few businesses 
about which tee group knows 
nothing. 

But in spite of its short his- 
tory, MB-Caradon is no 
stranger to the big deal. And 
Mr Peter Jansen, chief execu- 
tive, and his team have 
built a faithful following in the 
City. 

The original business of Car- 
adon was formed in 1985 
through a £61m management 
buy-out of the building activi- 
ties of Reed International, 
which was beginning to con- 
centrate on its publishing 
interests. 


Mr Jansen came in as chief 
executive and Mr Antony Hich- 
ens as chairman, positions 
they still hold. They had 
worked together at Redland, 
the building materials group. 

In 1987 Caradon floated at a 
market value of £134. 4m and 
the following year it acquired 
Everest double glazing plus 
its consumer finance business, 
also from RTZ, for £80m. 

The next big deal came in 
1989 when Caradon reversed 
into MB Group, which had just 
merged its packaging subsid- 
iary into CarnaudMetalbox. 
MB paid £33Sm for Caradon, 
but it was soon clear tbat tbe 
Caradon management would 
run the show. 


The CMB stake always 
looked out of place, but it was 
not till this year that it 
could be sold for a good 
price. 

Mr Jansen said MB-Caradon 
first approached RTZ about the 
Pillar businesses 18 months 
ago, beginning detailed negoti- 
ations once tee CMB stake bad 
gone. 

The talks must have 
involved some hard bargain- 
ing. RTZ was keen to sell tee 
whole of the Pillar business, 
but MB-Caradou only wanted 
the building products activi- 
ties. 

In tee eventual compromise, 
MB-Caradon bas ended up with 
businesses making 72 per cent 
of sales from building prod- 
ucts, another 12 per cent 
from automotive components, 
which will fit with MB- Cara - 
don's existing automotive busi- 
nesses. and the rest in 
areas the buyer knows little 
about but believes has some 
value. 

The success of the deal 
depends on MB-Caradon push- 
ing Pillar’s margins up to its 
own levels. 

In 1992, the Pillar businesses 
being acquired made an operat- 
ing profit of £75.4m on sales of 
£981m, a margin of 7.7 per 
cent. 

MB-Caradon's own building 
products activities had turn- 
over of £500.8m and operating 
profits of £54. lm. a 10.8 per 
cent margin. 

The particular area of con- 
cern must be North America, 
where turnover of £333m from 
building products in 1992 
produced profits of only 
£9.5m, a margin of 2.9 per 
cent 

The hope must be that MB- 
Caradon can inject its sates 


MB-Caradon’s now look 

Sales by region* P 


Continental Europe 
£198m (12%) 


UK 

£887m {535-c.) 


North America 
£573™ (35%) 


Product sales* 

Automotive 

£1BSm 

Secuntv 

printing 

Eieim A. 


Building products 
(N.America) 
£333m 


Industrial £l59m 


Building 

products 

(Europe) 

E828m 


and marketing flair into the 
RTZ activities. It a ims to bring 
its ideas of branding and differ- 
entiation to the Pillar busi- 
nesses. 

Mr Jansen gave a clue as to 
what might happen yesterday 
when he said teat Peachtree, 
which makes wooden doors 
and windows in the US. was an 
upmarket product with a 
downmarket sales approach, 
suggesting tbat prices could be 
pushed higher while quality 
was emphasised. 

With about 13 per cent of the 
US market for windows and 
doors. MB-Caradon reckons 
that it has a good position to 
build on. 


W hile Mr Jansen, a 
Dutchman, still 
hopes to expand in 
Europe in the longer term, in 
the next couple of years at 
least, the group will be riding 
the UK and US economic 
cycles and pushing through 
margin enhancement. 

Yesterday analysts were pen- 
cilling in a strongly advancing 
profit and earnings per share 
path. 

The deal, due to be com- 
pleted at the end of October, 
will make little difference to 
current year profits, which 
were already forecast at about 
£l25m before exceptional? and 
tax. 

But for 1994. analysts are 
looking at numbers of about 
£200m and perhaps between 
£240m and £250m for 1995. That 
suggests a p/e reducing sharply 
from the prospective multiple 
for 1993 of about 22. 

From a £61 m mbo to profits 
of £250m in 10 years would be 
an impressive record, justify- 
ing the City's faith in the MB- 
Caradon team. 


Operating profits* 

Industrial £11 An 

Automotive 
Cl 3.9m ^ -4 
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printing / **» 
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MB Thera is an additional CSm turnover W other countries 


*1S32 proforma lor enlarged group 


£2 south African reserve bank 



ON THE THRESHOLD 
OF A NEW ERA 

Extracts from the address by Dr C. L. Stals, Governor of 
the South African Reserve Bank, at the seventy-third 
ordinary general meeting of shareholders of the Bank on 
24 August 1993 



Introduction 

The I ' jJCKae s is the ScuJh African economy, which odM 

had suited to March 1589, deepened considerably in 
1V92 and then levelled off in foe first half of 1993. 

Two nxojOT exogenous neats influenced the course 
the economy during the paj; eighteen months: flR 

- F-rsiy. foe sens c drought of the I 99 1192 agricultural | ^ 

icavm adversely affected not only economic activity 79E yft 

to the sixrsc.cr rainfall areas, but aho the balance of J Wfc 

pay men t*. ifae foreign reserves and the overall VS 

liquidity shudje _ m*! 

- Secondly, the protracted negotiation process aimed •JjsaEgEKJ 
at political ami social reform, arid the further al ||KT3Bi _ 
cscxiatxsu of violence and Mdll unrest, prolonged 

toe phase of business uncertainty and delayed the ■flgA. 
re ej n a y of urrrsSnre' and cons ume r-;' confidence. ~ 

These local developments occurred against the 
bicAOJirad of a global economy that ako remained 
laniv depressed. Turmoil in the foreign currency m a rten ; 
stor e Septemfccr 1492, the Jt fatu suspension of the 
European Ea toraag e Rate Mechanism and volatile exch a n ge rate movements 
among foe major currencies also affected tbe South African balance of 
payments. 

Domestic economic activity bottoms out at low level 

After more ib-*-- three years ol almost unmiemipud declines, tbe quarterly 
chartgt in die real frr,s dome-sec product, measured at an annual rate, 
showed welcome increase* of 1 per cent in the first and 5 per cent in the 
seres J quarter of 1903. This was preceded by sharp declines of 5'- per 
c:r.t it. the third and 4 . per cent m foe fourth quarter of last year. 

Total real domestic expenditure continued to drift dou-nwaids 
■‘trrlrch.Jiu 1 902. and then showed a rather strong increase at a seasonally 
Ijraacd annualised rote ol 9 per can in the first quarter of 1993 These 
dei-cloair.erii were reverted in the second quarter wheat a Urge decline in 
ms merits occurred as the volume or exports rose and that of importi 
declined TduI real gross domestic expenditure accordingly declined again 
at a fr aasasaC y adjusted arm unified rate of os much as 12 pa- cum m me 

SeS ‘ Theleccrirl," of thfi Icng-dmwn-oui recessioo is best fflustrared by ibe feci 
t-jl to *= formal nan-agricultural sedan, of the economy 

7f--.li.* i*. « - cent, or by marly 286000 empfoyment opportunities, 
toWS- uptofoecaicf IM 

Vulnerability of balance of payments illustrated by 
sharp decline in foreign reserves 

ow- foe fores yens from the middle of 1989 In foe 
t. Z* A r_,-v* nez gold and foreign exc h ange reserves increased Oy 
in the subsequent nine months from Juft- 1992 to 
Tf-rtSs .Cy declined agam by &" bifikm. All foe progress made 
M PmSiI adjustment process of thn* yean of depressed dome sue 
therefore lost again m a rdauvulj; short period 
quarters. After an increase of R1.2 hfllron m foe ««md 
1 VJ3 Acoffioas cer forogn reserves poauon in the middle or 
- -wTi J irisii v bcnef chan u was four years ago. 

• *£SedJwiSb* of foe 1991*2 season took us roll 

u x -.iiTri-r.1% forouj* a decline in foe exports of agncuftural produce 
-S±r*L und a sufruanrial incroasc in gram nupons* on foe °fo er 
if “ ' JTv thj secuad quarter of 1903 when foe imports of agneuftoraJ 
o-.^La9oaR^B< rod roral exports of merchandise, mdudrng ^W, row 
curomt account surplus increased again. Indetro, on a 
and annualised bards foe-ciareni occouni surplus m 
S exceeded RIO billion 



. - . , , The drtenoratjon in the foreign reserves position 

also reflected an erual.mon in the net outflow of capital 
:-3fok. as from the middle or ] 992. Over Che twelve months 

to foe end of June 1993. foe total net outflow of 
capital noi related to reserves amounted to 
V R9,8 billion, ft was only towards foe end of foe second 

. - B quarter of 1 993 that foe improvement in foe current 

account, supported by a rising gold price, finally 
- jSgT' pushed (he current suiplm to a level again in excess 

, of foe net capital outflow, Ar this stage, foe net foreign 

. : reserres sinned to rrse again. 

‘ jj™* j Some relief from the pressure on the foreign 

V'f* i - reserves could come from an early finalisation of 
foe debt rescheduling negoriarions now under way 
ti-dBacggqjlvi between the South African debt rescheduling 
Bttjte cotnmuiee and foe represenutive committee of 
foreign creditors, and also from a normalisation of 
KL South Africa's rctanonstup with foe Initmational 

■ Monetary Fund and foe World Bank Group. Both 

^ these important issues are now being negotiated 

within the complex South African political process, 
and cannot, unfortunately, be decided conclusively on underlying 
economic and Cnandal condinono alone. The)* do, however, have a 
profound effect on foe current depressed business mood, it is in foe 
interest of the South African economy that foevc issues be resolved is 
soon os possible. 

Movements in foe exchange rate of the rand over foe past year olio 
reflected foe underlying trends in the balance of payments- In 1992. foe 
nominal dleaiw exchange rate of foe rand against the bastet of foe 
currencies of South Africa's maior trading partners depreciated by 4,1 
per cent, and in foe first seven months of 1993. by a further 9,2 per cent. 
After adjustment for foe differential in producer price inflation in South 
Africa and in the relevant other counmes, foe real effective exchange race 
or the rand in June 1993 was 4,2 per cent lower than at foe end of 1991. 

The financial rand exchange rale remains to an important extent 
divorced from fundamental balance of payments developments. It hugely 
reflects the frequently changing perceptions that foreign investors hold af 
political developments in South Africa. In the first she months of 1993, 
non-residents nevertheless made substantial investments on foe 
Johannesburg Stock Exchange, particularly in gold min i ng shares. On a 
net basfi, they invested R2.7 billion in South African shares and bonds 
through nock exchange transactions, and thus absorbed a substantial 
part of the liquid financial rand balances held by non-midenu in foe 
form of designated deposits with South African authorised dealers in 
foreign exchange. In tbe process, foe financial rand ex c h an ge rate 
appreciated by 8,3 per cent in the first seven months of 1993. after 
having depreciated by 34,7 per eent in 1992. The financial rand discount 
rri-3-ou the commercial rand narrowed from 37,2 per cenr on 
31 December 1991 to 2fr,4 per cent on 13 August 1993. 

Growth rale in Che money supply declines and 
interest rates come under pressure 

In foe riwmiwra of the d e p res sed real economy: activity of the past year and 
imrffr foe influence of foe pel outflow of funds to foe rest of the world, foe 
rate of growth over twelve ttumhi. in foe M3 money supply slowed down 
from UV4 per cent in February 1992 to 8d> per cenr in December 1992. 

During foe first seven months of 1993, the growth rare in foe broad 
money supply slowed even further. Over foe ewetwe months up to foe end 
of June 1993. *13 increased by only 3,3 per cent, which was below the 
lower level of the monetary guideline*' of 6 to 9 per cent announced by 
foe Bank for 1993. An increase in foe velocity of circulation of M3 over 
Urn period, however, compensated partly for foe lower rale of increase m 
foe M3 money supply itself. 


The rate of increase in MJ was also influenced by a significant slow- 
down in foe expansion -jf bank credit extended to the private sector. Over 
foe twelve months up lo foe end of June 1993, tbe banks' total chums an 
foe private sector rose by only 7,0 per cenr above foe level of 12 months 
earlier. 

The strong declining trend in money market interest rates which bad 
commenced already in February 1990 end which gained considerable 
momentum during foe first nine months of 1992, was also tempered by 
foe deterioration in the overall balance of payments situation- A few of foe 
mure flexible short-term interest rates actually tended to move upwards 
again in foe second quarter of 1993. 

The Reserve Bank on two occasions during foe past twelve months 
endorsed lower interest rates m the market by reducing its Bonk rate. 
After haring been reduced gradually from a peak of 18 per cent to I S per 
cent in three steps from March 1991 to June 1992, Bank rate was reduced 
further to 14 per cent in November 1992 and again to 13 per cent in 
February 1 993. 

Increase in public-sector borrowing requirement 

The total borrowing requirement of general government rose from 
R2,l billion in foe fiscal year 19b9/90 to R31.7 billion «n 1992/93. At this 
level, the borrowing requirement represented 9,5 per ccm or gross domestic 
product, it also exceeded general government capita! expenditure by a 
substantial margin. Although it was possible to finance foe total general 
government deficit of 1992/93 with relative cos* in foe depressed economic 
donate of foe past year, a continuation of dissaving by government on foe 
same scale is bound to compete sooner or later with increases in foe 
demand for funds foot will emanate from foe private sector, particularly 
once foe economy starts recovering again. 

Tbe Reserve Bank fully supports foe efforts of foe Minister of Finance 
to reduce foe sue of foe deficit, even in the current depressed economic 
environment. In term:, or the central goverometu's budget projections for 
1993/9-1, the deficit before borrowing will be reduced to R2S.9 billion, 
down from R29.4 billion in the preceding fiscal year. 

Inflation in tee single-digit range 

It remains foe prime objective of monetary policy to achieve a low and 
stable rate of inflation to ensure durable economic growth. In the medium 
and longer term price stability is a necessary condition, though not in itself 
a sufficient guarantee, of course, for a high level of investment, rapid 
economic growth and full employment. 

Some further progress was nude towards this goal with the nse m the 
aU~good» production price index, measured ova periods of twelve months, 
remaining below the level of 10 per cent throughout the pan year, and 
with the me in foe consumer price index Mmg to 9,6 pa cent in December 
1992 and to 9,0 per cent in February 1993. Sharp increases in educational 
fees in March 1993, a four percentage point rise in the rate of value added 
tax from 10 to 14 pa cent, an increase in foe price of petrol and increases 
in other indirect taxes in April 1993, caused the twelve-month rale of 
increase in the overall consunwr price index to accelerate to 1 1,0 per cent 
in April, before it declined again in 10,0 per cent in June 1993. 

The underlying inflationary pressures subsided significantly in foe past 
year. When foe oncc-off effect of the increase in foe value added tax rate 
in Apnl 1993 is excluded, the rate of consumer price inflation in June 
1993, measured ova a period of twelve months, was only about 8 pa 
cent, compared with the even better overall producer price rare of inflation 
of only 0,4 per cent. 

The soda! consequences of inflation should also nor be underestimated. 
Stable money is not only a necessary condition for economic growth, but 
also for a viable democracy. Hyperinflation has in the history of foe world 
nor only destroyed the economies of countries, but has also led to foe 
destruction of many democratic soma] system-,. South Africa now needs 
financial stability more than no- before, not only in support of sustainable 
economic growth no desperately needed by all, bat afro to underpin any 
new democratic dispensation. 

Changes in tee financial regulatory structure 

The Government announced its acceptance of the sound principle of a 
holistic approach to foe regulation of financial services. This decision was 
prompt ed by tbe development of multi-functional institutions which requires 
co-ordination, not only of foe determination of financial regulation policy 
im order to achieve competitive neutrality or a “level playing field T, but 
alio of its implementation and of financial supervision. 

The Government appointed a Policy Board for Financial Services and 
Regulation. The Board was not assigned executive powers. .As iu name 
indicates, however, h was green the responsibility of formulating and co- 
ordinating policy relating to the further development of foe financial services 
sector and to financial regulation- In terms of this arrangement, the Office 
of the Registrar of Banks within the Reserve Bank will remain responsible 
for banking regulation and supervision, and tbe Office of foe Executive 
Officer of foe Financial Services Board, for non-bank fin-meinl regulation 
and supervision. 

la recogntoan of foe Deed for foe encouragement of foe financial 
sector to provide adequate financial services across foe total spectrum of 
the South African economy, the Registrar of Banks revised the Mutual 
Building Societies Art and recently published in its place a rec o mmended 


new Mutual Banka BUI. This Bill allows for the registration of “ informal" 
banking institutions and of the existing tiro permanent mutual building 
societies as mutual banks. In providing for foe capitalisation of banks 
through mutual participation rather than equity shareholding, foe Bill 
could serve as a useful bridge between foe informal and the formal sections 
of the financial sector. 

The Reserve Bank and tee financial markets 

During the course of the past twelve months, a number of changes were 
introduced to foe rules governing the relationship between foe Resene 
Bank and foe fina nci a l markets 

Pindy. a n«v simplified basts for foe calculation oi foe minimum cash 
reserve and liquid asset requirements for banking institutions was 
introduced. Tbe new basis includes ah liabilities of banks and no longer 
draws a distinction between short, medium and long-term liabilities. The 
new basis therefore, now approximate-, the broad dcfhuaoa of foe money 
supply fMJ) which, from a monetary policy point of view, is currently 
regarded as foe principal monetary aggregate. 

Secondly, on 1 May 199? foe Bask introduced a simplified system for 
providing accommodation to bonking institutions to cover the regular 
money market shortages. The old syncra of discounting eligible paper at 
a series of different rates has now been replaced by a 'system of par-n d m i; 
overnight loans against the collateral of acceptable paper. In foe new 
system, bankers' acceptances hove been excluded from foe definition of 
acceptable paper and only short-dated government stuck and Treasury, 
Land Bank and South African Reserve Bank bilk, now qualify as colbteral 
for the accommodation facility. 

Thirdly, with foe co-operation ol the Department uf Finance, 
arrangements were nude for the transfer of at least part of government 
deposits from ihc Exchequer account with the Reserve Bank lo government 
deposit accounts with private banking institutions. This step anticipates 
foe introducnoo of proper "tax and loan" accounts four nil] shortly be 
opened by foe Treasury with banking institution: to sene as depository 
accounts for Lax collections and for foe proceeds of fo:n issues by 
government. 

Fourthly, on I July 1993, foe Bonk ceased lo participate in 'mall- 
value or ■'retail” transsenorc. in its. open- market operation*. The Bank 
previously became in robed in the retail business in support of increasing 
overall market liquidity, and of promoting government stock as an anraenve 
investment instrument. In foe judgement of foe Bank, foe umc had come 
for it to withdraw from this section of foe market, and foe Bank now 
confines its participation lo huger- value transaction.*, of B10 million or 
more. Agents are appointed on a rotation basis to trade in smaller amounts 
Irt foe Bank’s behalf. 

In foe longer run, oil foe aforementioned changes arc intended to 
improve foe effectiveness of monetary policy. They should suppewt a 
more flexible interest rate structure foal will be more responsive to changes 
in market condition*. At foe same time, foe new system incorporates 
more efficient brakes that will uuiomaucaUy be applied to curb excessive 
credit creation through the discount window of foe Reverve Bank. The 
Bank’s ability to meet us obligation to protect the value <if foe rand has 
therefore here enhanced by these changes. 

Concluding remarks 

There is a growing impatience in Soufo Africa for an early economic 
recovery. The past year saw yet again a number of exogenous thrtccs 
depressing foe economy. Tbe effect on foe South .African economy is 
ill unrated by a third year of negative growth o the gross domtstic product 
in 1 992. a decline in mo«i of foe component, uf gross domestic expenditure 
and a distressing further increase in unemployment 

On the more positive side. South .Africa surnred yet another crisis in 
H3 balance of paynvecis and uias ahle lo meet all its imemaunnal financial 
commitments, including paying fur foe additional imports of essential 
food, forced by foe drought. Moreover, tins ww achieved without access 
to nurnwl International Monetary Fuad and serum other talemaucnal 
credit facilities. 

Good progress was also made towards reducing W.c high rate of 
inllanon, and towards creating a more srablc financial ennromr.ent in 
general. The decline in tile rate of inflauoo to a single-dipr figure provides 
sufficient proof foal or. es-cn Imvcr rale. Ul line tvtfo foe loa rates now 
prevailing in the economies of moat industrial coemfies. ir irtoinahlc also 
for South Africa. 

In foe firrt six months of 1993. real economic activity lined its head, 
alb at mainly because of better weather ..-ondicou* in some pons of foe 
country. These early sign.-- of a “recovery" have, hot* ever, act set emended 
to all sectors of the economy . 

South Africa now stands on the threshold of a new ™ There ate 
many high expectations of ufrat the economy will be able iu provide 
ia foe rousing tears. The development* in the balance oi payments 
and ui foe foreign mm* over the pu-t twehe rr.or.fo' serve as a 
stork reminder of what can at this st-igc rcaliu.ca]ly be achieved. 
Within these limit!, real wealth cac be created only by our own effonv, 
increased -saving:, higher productivity , better .-cauagemeni and 
improved production procise.os. Financial stability is an indispensable 
pre-condition for foe optimum development •*: all these activities. 
The Reserve Bank therefore remains commuted to Hu mission, namely 
foe protection of the value of foe rand. 
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COMPANY NEWS: UK AND IRELAND 


Circulation levels strong despite rise in cover price 

The Telegraph reports 
60% rise to £34.6m 


By Davfci BlackweS 

THE TELEGRAPH newspaper 
group, which publishes The 
Daily Telegraph and The Sun- 
day Telegraph, boosted interim 
pre-tax profits by 60 per cent 
and Lifted the dividend by 22 
per cent 

The group attributed the rise 
to strong circulation levels, a 
satisfactory advertising perfor- 
mance, and a slight fall in the 
price oE newsprint 

Mr Conrad Slack, chairman, 
said that the directors had had 
sufficient confidence in the 
results to boost the dividend to 
5.5p (4.5p) "despite inconclu- 
sive evidence that the reces- 
sion is ending." 

Pre-tax profits for the six 
months to end-June rose to 
£34. 6m, against £21. 6m previ- 
ously. while turnover 
improved from £119.9m to 
£128.1ra. Earnings per share 
advanced to 16.6p (11. Ip). The 
shares closed up 29p to -lisp. 

At the operating level profits 
rose from £19. lm to £23.8m. 
Included in the pre-tax Figure 
was £6 .5m from the sale in Feb- 
ruary of the group's stake in 
Trinity International Holdings, 
and £4.4m (£l.Sm) in income 
from associates. The latter rise 
reflected a strong performance 
at Fairfax, the Australian pub- 
lishing group, which saw circu- 
lation revenues expand 12 per 
cent and advertising revenues 
improve by 5 per cent 

The Telegraph had 18.1 per 
cent of the Fairfax voting stock 
at the end of June, and now 
holds 19.9 per cent with 
options and convertible notes 
to take its stake up to 25 per 
cent. By the end of the year a 
further £28m will be needed to 
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Conrad Black: inconclusive evidence of an end to the recession 


complete the investment pro- 
gramme. taking the total 
investment to £ii5m. 

Revenue from circulation 
was up 9.4 per cent at £56.8m. 
Circulation or The Daily Tele- 
graph, which increased its 
cover price in February from 
45p to 4Sp, feU by 1.8 per cent 
to 1.02m copies in the first half 
of the year, according to the 
Audit Bureau of Circulations. 
In the same period average 
quality' newspaper circulation 
fell by just over 3 per 
cent 

The group said that the Sat- 
urday edition of The Daily 
Telegraph had maintained 
sales of over 1.2m in the first 
half, while The Sunday Tele- 
graph had increased sales by 
more than 16.000. 

Overall advertising revenue 


was ahead 4.3 per cent at 
£67 ^m. with a rise of 10 per 
cent in display offset by a fall 
of 3.6 per cent in classified. 
Classified recruitment adver- 
tising was half the 1989 leveL 

Advertising made up 54 per 
cent or the total newspaper 
revenue and circulation con- 
tributed 46 per cent, compared 
with 56 and 44 per cent respec- 
tively in the corresponding 
period. 

Mr Black said that the out- 
come for the next six months 
would "depend largely on any 
level of upturn in the advertis- 
ing market." 

In addition to the expansion 
of the stake in Fairfax, The 
Telegraph invested £67m to 
take an effective 9.36 per cent 
increase in Southam. the Cana- 
dian newspaper group. 


Independent Newspapers leaps 


By Tim Coone in Dublin 

INDEPENDENT Newspapers, 
the Irish publishing group, 
reported pre-tax profits dou- 
bled to I£14.6m i£L3.6m) for the 
half year to June 30. Turnover 
was up 5 per cent to I£SL5tn- 

The increase in profits from 
the previous I£7.0lm was pri- 
marily due to an exceptional 
credit of I£2.65m and a sharp 
reduction in interest charges. 

The exceptional item repre- 
sented a gain of I£3.62m result- 
ing from the disposal or a 2 per 
cent holding in Mirror Group 
Newspapers, less redundancy 


costs in Irish operations. 

Net interest charges fell to 
I£751.000 as a result of the con- 
version to ordinary shares of 
the 1991 l£30ra converible capi- 
tal bond issue before the cou- 
pon became payable this year. 
Total shares in issue have 
increased from 37m last year to 
some 68m as a result of the 
conversion and a 2 for-3 scrip 
issue earlier this year, and will 
finally amount to 79m on a 
fully diluted basis. 

The interim dividend goes up 
to 4p (3.3p), payable from earn- 
ings of 17.9p (9.7p restated). 

Mr Tony O’Reilly, chairman. 


reported improvements across 
the group with increases in 
advertising market share and 
higher profit contributions 
from national and provincial 
titles in Ireland. 

Australian Provincial News- 
papers. in which the group has 
a 25 per cent stake, reported a 
first half pre-tax profit of 
ASll.6m (£5.2m). up from 
AS5.1m. 

Mr O'Reilly said that he 
anticipates the cable TV sub- 
sidiary in Ireland to have 
100.000 subscribers by the year- 
end. up from 66.000 at the end 
of 1992. 


BSkyB 
behind 
advance at 
News Inti 

By David Blackwell 

A MOVE into profits at 
BSkyB, the satellite television 
venture, and a £45 m swing on 
interest helped to boost pre- 
tax profits at Mr Rupert Mur- 
doch's News International 
from £48. lm to £l6l.2m for the 
year ended in June. 

Turnover edged ahead by 2 
per cent to £70Sm. from 
£fi96.2m previously. However, 
operating profits for the group 
- which publishes The Sun, 
The Times, The Sunday Times 
and other UK newspapers - 
rose to £140.9m from a previ- 
ous £i24.9m. a rise of 13 per 
cent, reflecting an increase in 
margins. 

The group, a subsidiary of 
tbe Australian News Corpora- 
tion. said that revenues from 
circulation and advertising 
remained relatively flat 
throughout tbe year. Bat it 
had continued to benefit from 
reduced overhead costs and 
increased efficiency through 
plant modernisation. 

News International said that 
the benefit of declining inter- 
est rates and the effect of new 
financing arrangements had 
led to net income from interest 
of £l.6m compared with a net 
interest charge of £43.4m for 
the previous year. 

BSkyB, in which News Inter- 
national has a 50 per cent 
stake, contributed £26. 7m fol- 
lowing a loss of £13.3m previ- 
ously. Total losses from associ- 
ates in 1991-92 were £17^m. 
Pearson, owner of the Finan- 
cial Times, also bolds a signifi- 
cant stake in the satellite tele- 
vision company following tbe 
merger of Sky Television and 
British Satellite Broadcasting 
in November 1990. 

Analysts estimate that the 
total trading profit for BSkyB 
for tbe fall year was £60m 
before interest on its guaran- 
teed loan facility estimated at 
between £6m and £7m. They 
expect the business, now reap- 
ing the benefits of tbe merger, 
to increase trading profits to 
about £150m in the coming 
year. However, shareholders 
in BSkyB have yet to earn a 
return on their investment 

Profits also benefited from a 
reduction in losses on sales of 
fixed assets from £16m to 
£7.9m. 

Earnings per share were 
15.27p. op from 3.95p. The 
pay-out on special dividend 
shares is L369p. made up of an 
interim 0.70ip and a final of 
0.668p. This compares with 
0.997p for 1991-92, comprising 
0.524p and 0.453p. 




® COMMERZBANK 


SUBSCRIPTION OFFER FOR PROFIT SHARING 

CERTIFICATES WITH WARRANTS ATTACHED 

By virtue of the authority conferred upon it by the Annual 
General Meeting of the Company heW on 27th May, 1992 the 
Board of Management has decided to issue DM. 800.000,000 
nominal Profit Sharing Certificates with warrants attached ("Profit 
Sharing Certificates’) . Attached to each Profit Sharing Certificate 
of a par value of DM. 1 ,000 are four warrants in bearer form. Two 
warrants entitle the holder thereof, subject to the terms and 
conditions of the warrants, to subscribe for one bearer share of 
Commerzbank at DM. 300 for DM. 50 share. 

The Profit Sharing Certificates are being offered at an issue 
price of 1 1 0% per DM. 1 .000 par value by way of rights at the rale 
of one DM. 1 ,000 nominal Profit Sharing Certificate far every 40 
shares of DM. 50 nominal held. 

The subscription right may be exercised from 1st January, 
1994 until and including 15th December, 1997. 

The holders ol Profit Sharing Certificates will receive an 
annual distribution of 7.25% of the par value of the Profit Staring 
Certificates. The Profit Sharing Certificates will be entitled to 
distribution as from ISth September, 1993 (i.e. 106/360 for the 
financial year 1993}. 

The Profit Sharing Certificates are being offered on the terms 
of the Company's announcement dated 26th August, 1993. 
Copies of die announcement with an English translation, are 
available on request at the office of the London Subscription 
Agents. 

it is not intended to seek quotation for the Profit Sharing 
Certificates on the London Stock Exchange, however, the sufr 
scription rights can be traded under Rule 535.4 during the period 
1st September. 1993 to 13th September, 1993 inclusive. 
PROCEDURE IN THE UNITED KINGDOM 

Holders in the United Kingdom wishing to take up rights must 
lodge the fotiowing:- 

Bearer Share Certificates - Coupon No. 58 
and apply during the subscription period 1 st September, 1 993 to 
15th September, 1993 inclusive, al the offices of the London 
Subscription Agents between 10.00 a.m. and 3.00 p.m. where 
lodgement forms are obtainable. 

Holders of London Deposit Certificates which have not as yet 
been exchanged for DM. 50 shares in accordance with the notice 
published on 8th April, 1993, should contact S.G. Warburg & Co. 
Ltd. with regard to their rights entitlements. 

Payment must be made rn full on application. 

Holders wishing to make payment in Starting should agree the 
applicable rate of exchange with the London Subscription Agents. 

Holders of rights entitlements may instruct the London Sub- 
scription Agents to buy or sell rights, on their behalf to round their 
entitlements but in order to do so their forms must be lodged with 
the London Subscription Agents by 3.00 p.m. 10th September. 
1993. 

The Profit Sharing Certificates will be represented by a global 
certificate which will be deposited with Deutscher Kassenverein 
AG, Frankfurt/Main. Shares in this global certificate can be 
transferred in amounts divisible by DM. 1 .000. No claims for 
delivery of definitive certificates can be made. 

Coupons should be lodged with: 

S.G. WARBURG & CO. LTD. 

Paying Agency, 

2 Finsbury Avenue. 

London EC2M 2PA 
or 

COMMERZBANK AG 
London Branch, 

Commerzbank House, 

23 Austin Friars, 

London EC 2N 2EN 

26th August. 1 993 COMMERZBANK AKHSMGESBJL5CHAFT 


City of Copenhagen 

ECU 20,000.000 11 Vz% 1984-1994 Bonds 

On August 13. 1 993. Bonds for the pnncipal amount of 
ECU 5.000.000 rvjve been drawn in ihe presence of a Notary 
Public for redemption at par on Soptembei 28. 1993 

The foBwvmg Bonds wfl te redeemable, ooepon due September 28. 
1994 attached 

0001 to 1165 m*. 6166 10 9360 inci 19351 10 20000 ind. 

Principal amount remaining outstanding on September 28. 1993: 
ECU 5.000.000 

Bonds previously drawn and nor yet presented for redemption: 


I 

I 


1183 



2771 

to 

2778 md. 

4422 to 

4433 md 

1208 

to 

1212 met 

2730 

to 

2789 md 

4622 to 

<536 md. 

1217 

to 

1221 ind. 

2615 

to 

2823 md 

■1539 to 

.1543 md. 

1242 

to 

1248 md 

2323 

to 

2835 md. 

4552 to 

4556 md 

1400 

to 

1404 Iiid 

2880 and 2881 

4602 to 

4604 md 

1417 

10 

1419 incJ. 

2960 

to 

2964 ind. 

4714 to 

47-16 md 

1430 

to 

1436 ind. 

2884 

'0 

2993 md 

4746 to 

4 755 md 

1441 and 1<142 

3016 

:o 

3020 ind. 

4 788 and 4789 

1500 

tc. 

1822 <nd 

3033 

to 

3038 ind 

4821 io 

4825 md 

1542 

to 

154S aid. 

J107 

to 

31 11 md 

4854 ro 

4858 md. 

1551 

to 

1556 ind 

3144 and 3145 

4870 ro 

4872 md 

1563 

ro 

1568 Kid 

3147 

to 

3150 md 

4878 w 

4881 md. 

1612 

TO 

1618 ind 

3186 atuI 3187 

4890 


1632 

to 

1637 ind 

3189 

to 

3228 ind 

4903 lo 

4922 md 

1784 

(Cl 

1805 Mid. 

2256 jnd 3256 

4963 io 

4974 md. 

1834 

to 

1840 ind 

3273 and 3274 

5075 and 5078 

I860 

to 

1903 ind 

33 02 

to 

3305 «KL 

5110 to 

5M0 md 

1969 

to 

1972 ind 

3336 

to 

3381 md 

5183 and 

5I8< 

20M 

10 

2024 rnd 

3457 

to 

3474 md 

5197 to 

5201 md 

2035 

to 

2041 rnd 

3504 



5349 10 

5255 md. 

2048 and 2043 

351 7 and 3518 

5259 and 

5260 

2061 

10 

2067 md. 

3525 

to 

3528 md 

5295 


2075 

to 

2131 md. 

3596 

VO 

3598 md 

5315 to 

5321 md 

2144 



3SJ4 

to 

3006 md 

5323 (0 

5326 rnd 

2222 

to 

2226 md. 

2656 



5415 to 

5419 md 

2234 

to 

2236 ind. 

3671 



5428 to 

5430 md. 


TO 

2253 ind. 

3674 

to 

3684 ind 

5462 and 

5463 

2258 

to 

2261 ind 

3688 



5496 to 

5499 md 

2263 

to 

2267 md 

3696 

to 

3698 ind 

5514 to 

5524 md 

2276 

to 

2279 ind. 

3713 

to 

3722 md. 

6535 to 

5541 md 

2322 

lo 

2334 ind 

3731 

to 

3750 mcl 

5546 


2336 



3705 

to 

3789 md 

5623 to 

5629 inci 

2349 .ind 2350 

3864 

to 

3867 md 

5713 lo 

5738 md. 

2394 

to 

2309 met 

3369 

to 

388S md 

5759 to 

5767 md. 

2402 

to 

2431 ind 

3905 

to 

3912 md 

5778 to 

5780 ind. 

2469 

to 

2473 md 

3979 

to 

3983 md 

5784 to 

5787 md 

2502 

to 

2512 ind. 

3988 and 3989 

6789 to 

5791 md. 

2566 

fp 

2571 md 

4041 

ro 

AIMS md 

529-1 to 

5304 ind 

2574 and 2575 

4070 and 407 1 

5914 


2530 



■1143 

to 

4147 md. 

5936 


2592 

to 

2595 ind 

4209 

to 

4229 md 

5989 and 

5990 

2626 



4231 

to 

4234 md. 

6021 


2629 

lo 

2651 md 

4252 

to 

426-1 met 

6023 to 

6038 md. 

2662 

to 

2665 md. 

4269 

to 

4281 md. 

6065 in 

6076 inci 

2687 

lo 

2694 ind. 

4334 and 4335 

6150 and 6151 

2737 

to 

2739 .net 

4339 and 4340 

6154 to 

6162 md. 

2761 

to 

2763 ind. 

4368 

to 

4374 .nd 

18882 to 

18889 mcl 

2767 



4404 

to 

4408 md 




Luxembourg. August 20. 1993 
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New £135m reinsurance group 
underlines interest in sector 


By Richard Lapper 

BARCLAYS DE Zoete Wedd is 
organising finances for a new 
Sydney-based reinsurance com- 
pany in a move reflecting 
growing investor Interest In 
the market for catastrophe 
reinsurance. 

Reinsurance Australia Cor- 
poration is expected to have 
capital of A$300m (£135m) and 
will be beaded by Mr Michael 
Kelly, a senior London under- 
writer currently with Kemper 
Re (UK). 

Five leading Australian pen- 
sion funds and life insurance 
companies are investing in 
REAC, which may be floated 


on the Australian stock 
exchange within the next 12 
months. A further A$200m 
could be raised to support the 
new venture's growth. 

The company will under- 
write a worldwide account of 
property excess of loss busi- 
ness and will aim to be a mar- 
ket Leader. 

Mr Kelly said the “time was 
right” to launch the new com- 
pany, which has been under 
consideration for two years. He 
believes further rises in rates 
are likely when insurers renew 
annual reinsurance pro- 
grammes later this year and 
said that the new influx of 
capacity will not lead to any 


resumption of rate competi- 
tion. 

It is the latest in a wave of 
new ventures formed this year 
following sizeable rate rises 
since 1990. a shrinkage of 
capacity in traditional mar- 
kets. especially in London, and 
a strong revival in the sector's 
profitability. 

Investors, mainly from the 
US, are ploughing more than 
Slbn (£600m) Into Bermuda, 
the centre of most recent activ- 
ity, where at least five new 
ventures have been formed in 
recent weeks. 

Two new companies have 
also been formed in London, 
following initiatives by NAC 


Re and Liberty Mutual. 

It has also emerged this 
week that another specialist 
London-based reinsurer is to 
be set up by the Benfleld 
Group, an independent Insur- 
ance broker. 

It is understood that tbe new 
venture is aiming to have 
paid-up capital of £50m, writ- 
ing about ElOOrn premium 
income in its first year. 

The prospect of rising rate 
is also leading a number of UK 
and US banks and securities 
hous*** to examine investment 
in the Lloyd’s of London insur- 
ance market which is currently 
opening its doors to corporate 
capital. 


Gloomy outlook at Hickson 
after 17% midway decline 


By Richard Gourlay 

HICKSON International, the 
speciality chemicals and tim- 
ber treatment company, yester- 
day disappointed with a 17 per 
cent fall in profits and a down- 
beat assessment of second half 
prospects. 

The company also 
announced a reduction in its 
capital expenditure programme 
to prevent gearing from rising 
further to levels it would con- 
sider unacceptable. 

The pre-tax profits foil from 
£14.4m to £12m for the six 
months to June 30 was partly 
due to a £2.4m increase in tbe 
interest bill as deposit earnings 
fell but the group continued to 
pay fixed rate debt 

The fine chemicals division, 
the group's least mature busi- 
ness area, suffered a 39 per 
cent foil in operating profit to 
£3. 9m. The division suffered 


demand and margin pressure 
in the continental European 
agrochemicals and detergent 
b tightener markets. 

Tbe result also reflected 
operating difficulties that were 
larger than expected following 
September's explosion at Cas- 
tlefofd and included provision 
for a £250.000 fine related to 
the accident in which five peo- 
ple died. 

“Our management team 
were too confident and too 
optimistic about how quickly 
we could get growth back Into 
this division," said Mr Dennis 
Kerrison, chief executive. 

Group turnover amounted to 
£19&5m <£l73.7ln). The interim 
dividend is maintained at 
2_85p, payable from earnings of 
4-8p (62p). 

• COMMENT 

Since the August 7 explosion at 
its Irish plant - the group’s sec- 


ond within a year - the shares 
have shed over 15 per cent of 
their value in a rising market 
Judging by the downbeat state- 
ment about second half pros- 
pects and the serious deteriora- 
tion in the fine chemicals 
division, it is hard to see why 
the sbffa flhnnM not continue. 
Even given an element of yield 
support the shares remain on a 
demanding prospective multi- 
ple of 20 for this year on profits 
forecast now at about 221m, 
almost a third down on predic- 
tions 12 months ago. Hickson’s 
problems stem from tbe lack of 
predictability In its earnings. It 
would not take many more 
fines for environmental misde- 
meanors or extra capital costs 
to update plant to meet more 
exacting regulatory standards 
before tbe balance sheet 
started to look stretched or the 
latest profib forecasts looked 
suspect 


US helps 
Mayflower 
to £2.4m 

By Kevin Done, 

Motor Industry Correspondent 

MAYFLOWER, the specialist 
UK automotive engineering 
company, increased interim 
pre-tax profits by 50 per cent, 
helped by higher productivity 
and a big jump in US sales. 

The pre-tax result For the six 
months to June 30 rose to 
£2 .37m (£L58m) on turnover up 
48 per cent to £48Jhn (£32.6m). 

The interim dividend is 
raised to i).45p (0.40p) on earn- 
ings of I.28p (1.17p). 

Mayflower has grown rapidly 
ip the last three years through 
the acquisitions of Motor Pan- 
els. the car and commercial 
vehicle body maker in 1991, 
and International Automotive 
Design, an automotive design 
and engineering consultancy. 

Excluding IAD, which was 
bought from the receiver in 
April for £3. 25m. Mayflower 
increased operating profits 
from continuing operations by 
62 per cent on sales up by 31 
per cent 

Sales in the US, where the 
Motor Panels subsidiary is 
involved in the engineering, 
manufacturing and assembly 
of truck cabs. Jumped 92 per 
cent thanks to the recovery in 
demand for trucks above 16 
tonnes gross vehicle weight. 

In the first half Mayflower 
derived 42.7 per cent of its 
turnover from the US and 483 
per cent from the UK 

It is developing an integrated 
automotive engineering and 
manufacturing operation in 
the US, following the opening 
of a product development cen- 
tre in Detroit last year and the 
S7.5m (£5.03m) purchase of a 
stamping plant in Ohio this 
year. 

LAD lost £99,000 in the two 
months from May to June, but 
Mr John Simpson, Mayflower 
chief executive, said the opera- 
tion was expected to break 
even this year after losing 
about £2.5m in 1992. 

The IAD workforce has 
fallen to 700 from some 1,100 a 
year ago and Mayflower was 
preparing a restructuring plan 
for the remaining IAD 
operations. 

The seat-belt webbing divi- 
sion suffered a 9.5 per cent 
sales foil, reflecting the decline 
in continental car production. 


Caution at Aegis 
despite recovery 


By Gary Mead 

AEGIS, the holding company 
of Europe’s largest media-buy- 
ing and - planning group, 
returned to tbe black with pre- 
tax profits of £13.2m for the 
first six months of 1993. 

That compared with 
break-even last time and a 
£1.9m loss for the year to 
December 31 1992. 

Turnover rose 4 per cent to 
£1.45bn (£l-39tra). with the first 
three months being particu- 
larly strong, analysts said. 

No interim dividend will be 
paid and the company reaf- 
firmed that no final dividend 
will be proposed. 

Earnings per share were 
2.l6p (losses of 13. Ip). Profits 
after tax were £9 .2m (£8.8m 
loss). Net average debt in the 
past six months was £66m. 

Mr Frank Law, chairman. 


said yesterday that while the 
first half results were “satisfac- 
tory”, the overall picture in 
Europe was still clouded by “a 
general weakness in European 
advertising markets" implying 
“continued pressure on group 
profits in the second half of the 
year.” Mr Law also said that 
the group had managed to 
reduce operating costs by 3 per 
cent. 

Analysts said that the 
impact of recent legislative 
changes in France m«kg It dif- 
ficult to accurately forecast 
final results for the group, but 
some were reducing pre-tax 
profit forecasts from about 
£28m to £25m or less. 

“Aegis have diligently been 
trying to dig themselves out of 
a hole. They are still the mar- 
ket leader, and are now back in 
profit But they are not yet out 
of the wood," said one analyst 


James Wilkes back 
in black with £lm 


By Graham Defier 

JAMES WILKES, the specialist 
engineer, returned to profits in 
the first half of the year 
reflecting its cost-cutting pro- 
gramme and a strong perfor- 
mance by the Floform and 
Peter Stubs subsidiaries. 

On turnover down to £20.8m 
(£23.5 m restated for FRS3 
including £7.2m for discontin- 
ued operations) and after inter- 
est charges reduced from 
£l-39m to £826,000, pre-tax prof- 
its amounted to £i.i2m against 
losses last time of £5.67 m. 

Exceptional charges were 
just £73,000, compared with an 
FRS 3 figure of £6.7£n. 

Mr Douglas Rogers, chair- 


man, said the reduction of bor- 
rowings remained a key objec- 
tive and gearing should be cut 
from the period end level of 9 2 
per cent in the second half. 

Floform, which manufac- 
tures components for the auto- 
motive and aerospace indus- 
tries, and Peter Stubs, the high 
speed steel wire and silver 
steel maker, performed particu- 
larly well in the US, drawing 
bene fit from the weakness of 
sterling. Trading at other 
group businesses, however, 
remained patchy. 

Earnings per share were 4p 
against restated losses of 3L2p. 
To conserve cash, the Interim 
dividend is cut from 3-25p to 
L5p- 


Turnround at S Daniels 


By Katrina Lowe 

S DANIELS continued its 
recovery in the first half to 
June 30 with pre-tax profits of 
£25,000, compared with a 
£105,000 deficit 
This followed progress in the 
second half of 1992 which 


DIVIDENDS ANNOUNCED 



Current 

payment 

Date of 
payment 

Cones - 
ponding 
dMdend 

Tonal 

for 

year 

Total 

last 

year 

Aegis 

Jnt 

nfl 


1.375 

. 

1.375 

Bimec Ms — 

fin 

nR 

- 

nfl* 

nH 

0.67 

Hickson Inti — 

kit 

2.85 

Nov 19 

2255 


8 

Independent Hrrar^. tnt 

4 

Sept 24 

3J* 

- 

95* 

Mayflower 

Int 

0.45T 

Nov 19 

0.4 

- 

125 

MB-Csradon _ 

Int 

2.83 

Oct 26 

2.75 

. 

8.65 

News tntl 

fin 

0.6S8 

Oct 12 

0.453* 

1.369 

(£977* 

Smith (WH) A _ 

fin 

9.9 

Oct 22 

9.1 

14.2 

13* 

Telegraph 

— . . kit 

5J 

Oct 13 

4.5 

- 

11? 

Vtctauiic 

fnt 

ZJS 

Oct 8 

25 

- 

7.8 

WIDtos (James) lm 

IS 

Nov 5 

3JJ5 

- 

&5 


Dividends shown pence per share net except where otherwise stated. tOn 
increased capital. -Equivalent after allowing tor scrip issue. Xfaiati currency, 
t Excludes lOp special. ^Proposed final of O.B3p subsequently cancelled. 


resulted hi a reduced loss of 
£64jno for that year. 

The importer and ritefajhntor 
for the food industry said the 
period undo* review benefited 
from its dried fruit activities 
while, the raw materials busi- 
ness also achieved a satisfac- 
tory result. 

Mr Paul Daniels, chairman, 
said the outcome for the sis 
months would have been con- 
siderably better were it Hot for 
problems in the confectionery 
business in a competitive mar- 
ket 

The . company had also 
moved its focus towards devel- 
oping its beverage activities 
and farther investment in pro- 
duction was planned. Options 
being considered included a 
possible factory move. 

Turnover improved by 6 per 
cent to £16.7m (£L5-7m). Earn- 
ing per share were 03p (L3p 


Bimec to 
restructure 
as part of 
rescue plan 

By Richard Gouriay 

BANKERS to Bimec, which 
only two years ago was consid- 
ered one of the purest of 
“green" stock market invest- 
ments, are to write off £5m of 
defat in a restructuring to keep 
tiie receivers at bay. 

Awnnanrinff the rescue, Mr 
Roy Barber, chairman, said 
Bimec would also be suing its 
auditors, Grant Thornton, for 
breach of contract and negli- 
gence. ihe perilous state of 
the company was apparent bat 
undisclosed in the audit for 
the year ending Mar ch 1992. 

Binwff claim c. 

The water, waste treatment 
and engineering company 
reported pre-tax losses of 
£16-4m (£6.04m profits) in the 
year to end-March. on sales 
down 22 per emit at £80 Ah. 

THsKuss was almost double 
the sum of profits In the five 
previous years and leaves 
Bimec with negative share- 
holders’ funds. 

Losses per share amounted 
to lidp (5. Ip earnings) and 
there is no dividend. In 1992 
the group announced and then 
cancelled its final dividend, 
causing the shares to lose two 
thirds of their value. 

Mr -Barber, who was 
appointed last September, and 
Bimec’s advisers, Schroders, 
said that without the restruct- 
uring, Lloyds, tbe company’s 
bankers, would be invited to 
appoint receivers. 

As part of the restructuring, 
Bimec wifi sell a number of 
businesses, indnding assets in 
its aero and industrial division 
and two businesses in Its 
water and waste treatment 
divisions to EIS, the engineer- 
ing group. 

The total proceeds from tbe 
sale are expected to be £8m. 
EfS is paying £5m. 

In addition to writing off 
£5m of debt, Lloyds Is convert- 
ing £500,000 it is owed into 
ordinary dares and £8m into 
preference shares. 

Tbe bank has also agreed to 
provide a five-year £4 ,9m 
interest free loan. 

Lloyds support is dependent 
on shareholders’ approval and 
Bimec continuing its proposed 
disposal programme. 

Mr Barber said that after the 
restructuring the group would 
be focused in waste aid water- 
treatment with sales of about 
£30m. Ah its peak in 1991 
Bimec had sales of more thari 
£100m. 

Following the restructuring 
the company would have 
repaid, written off or con- 
verted an its £i6m of net debt 
and would have the ability to 
drawdown on the Uoyds bank 
facility, lie said. 

The Issue of shares to Lloyds 
Bank will dilute existing ordi- 
nary holdings by 8 per cent 
The businesses being sold to 
EIS had combined losses of 
£3£m on sales of £24m, after 
exceptional costs of £2.7m in 
the last financial year. - 
Two of the businesses are 
suppliers of equipment to the 
process plant, water treat- 
m ent and environmental 

industries. 

The others develop and sup- 
ply parts and undertake over- 
tols and repairs for aircraft 
ana jet m gin^ 


LWT managers 
to share £70m 
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COMPANY NEWS: UK 


Victaulic cites 

gas factor for 
drop to £5.8m 


By David BtackweO 

VICTAULIC blamed reduced 
demand from British Gas for a 
16 per cent decline to pre-tar 
profits, from £6J?m to £5^m, in 
the sjx months to June so 
1993. 

The company makes pipeline 
products for the gas, water, 
and construction industries. 

Total turnover edged ahead 
to E5l.5m (£Si^m), but this 
included a contribution of 
££6m from Lindapter, a fixings 
company acquired late last 
year. 

Reduced sales of £485m from 
continuing 1 operations mainly 
reflected a fall of £3m to 
the gas sector's turnover to 
£15m. 

The company warned in 
June that turnover would fall 
due to lower investment to 
pipeline infrastructure at Brit- 
ish Gas because of uncertainty 
created by the Monopolies and 
Mergers Commission inquiry. 

The MMC report, published 
on August 17, recommended 
that British Gas should retain 
its ownership of the gas distri- 
bution network. 

Mr David Stewart, Victau- 
lic’s managing director, said 
yesterday that if the MMC 
recommendations were 
accepted, positive benefits 
would start to emerge as the 
uncertainty .surrounding gas 
distribution faded. But he fore- 
saw no improvement in British 
Gas purchases this year, and 


added: "Until we know the gov- 
ernment view we are not com- 
mitting ourselves" 

The company had sought to 
offset the decline in gas pipe- 
line sales by boosting exports 
to £7.6m (£4. 3m). This had been 
achieved across the board, tak- 
ing advantage of weaker ster- 
ling and extra capacity avail- 
able. 

Demand from the water 
industry was steady, with turn- 
over unchanged at gffm . 

Net interest receivable was 
nil, compared with £400,000 in 
the 1982 first half. The com- 
pany blamed lower UK interest 
rates and lower average cash 
balances after the £4. 8m acqui- 
sition of lindapter. 

Mr Stewart said the company 
had been earning interest in 
the UK to offset interest on 
£3 .5m of borrowings in Europe. 
“When interest rates reversed 
we replaced these borrowings," 
he said, predicting an improve- 
ment in the second half 

Earnings per share were 8.8p 
(lOJJp) and the interim divi- 
dend is maintained at 2.5p. 

The group continued to 
reduce costs, and working capi- 
tal had been reduced from 19 
per cent to 16 per cent of sales. 

Net cash generated was 
J&3m. Net cash at the bank 
rose to £9.6m (£6.3m). 

The shares, which fell by a) 
per cent to 253p on June 17 
after the warning of reduced 
turnover, closed yesterday up 
5p at 301p. 


Property Trust continues 
recovery with £737,000 


A TURNBOUND from pre-tax 
losses of £7 35m to profits of 
£737,000 was announced by The 
Property Trust for the year to 
March 3L 

The outcome followed a 
return to the black in the first 
half with profits of £426,000 
against losses of £6L32m. 

The property investment and 
trading group said the year 
bad been one of “significant 
progress”, featuring a restruct- 
uring involving a capital 
reduction, consolidation of 


shares, introduction to the 
Official List, and a fully-sub- 
scribed £&8m rights Issue. As a 
result, shareholders' funds 
improved to £8 3m (£4.7m). 

Turnover fell from £9 32m to 
£248m, but there were operat- 
ing profits of £1.48m, against 
loses of £7 38m. There was no 
tax and earnings per share 
emerged at 5.6p (88.ip losses). 

The company said the new 
loan facilities were expected to 
provide an annual interest sav- 
ing of about £100,000. 


Weeding out the weakest links in the chain 

Nefl Buckley on how Boots and WH Smith plan to revamp their lossmaking Do It Ail DIY business 


H OW do Do It All do it 
for what they do it 
fort" the DIY chain's 
television advertisements used 
to ask. 

The answer these days is 
that they don't. Or rather, for 
the past year or so. they have 
been doing it only at a trading 
loss, and losing market share 
in the process. 

Yesterday, WH Smith, which 
has a 50 per cant stake in the 
joint venture along with Boots, 
said its share of losses for the 
year to May were £l4-3m, with 
sales down by 73 per cent. 

With some justification. 
Smith can point to the tough 
trading environment in the 
DIY market as an excuse. 

After enjoying doubledigit 
profits growth in the late-lS60s 
through rapid expansion and 
pushing up gross margins from 
about 30 per cent to about 343 
per cent, DIY chains have had 
a difficult 18 months. 

The collapse of the housing 
market put them under pres- 
sure, and a price war which 
raged for much of last year 
damaged both profits and mar- 
gins. 

Despite the difficult condi- 
tions, the two largest DIY 
chains, B&Q and Texas Home- 
care, have remained in the 
black. But Do It All is finding 
it increasingly difficult to be 
number three in the market, 
and suffers from a number of 
internal weaknesses. 

The chain was formed to 


1990 from the merger of Boots' 
Payless, acquired as part of the 
£900m takeover of Ward White 
in 1989, and WH Smith's Do ft 
All chain. 

Profits and margins at both 
chains had been deteriorating 
before the merger, which was 
supposed to create a large, 
powerful business that would 
benefit from economies of 
scale. Instead, the new Do It 
All was hit by a double 
whammy. 

It was bom just as the hous- 
ing market went into decline, 


had different ranges. These 
were later rationalised and 
standardised, but that led to an 
increase in items out of stock, 
and to confusion, particularly 
among former Payless custom- 
ers, about Do It All's product 
offer. 

Boots and Smith still insist 
they are committed to turning 
the business around. First, a 
full “portfolio review" is under 
way, to determine where stores 
need to be closed or relocated. 

Distribution is being central- 
ised, which should lead to 


Do It All falters 
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and then, before it had time 
properly to integrate the two 
chains and to establish a 
coherent trading formula, it 
was dragged into the DIY price 
war. 

The result, as one analyst 
put it, was that "two small, 
weak chains merged to pro- 
duce a larger weak chain." 

The chain was saddled with 
some old stores, often in poor 
locations, and of widely differ- 
ing sizes. 

Do it All and Payless also 


Losses 
deepen at 
Hemingway 

HEMINGWAY Properties 
yesterday announced increased 
pre-tax losses for the half year 
to end-June. mainly due to a 
number of recurring items. 

Losses amounted to £581,000 
(£332,000). Among the excep- 
tional costs were compensation 
payments to two former direc- 
tors amounting to £110,000. 

During June and July a num- 
ber of transactions were com- 
pleted, including the £30Jtm 
acquisition of a properties port- 
folio, a £2l.9m placing and 
open offer and the £21 3m cash 
disposal of Dorset House. 


These transactions, the com- 
pany said, would not have an 
impact until the second half. 

In addition, prior to the 
period end, the company dis- 
posed of two office properties 
for an aggregate £3.3m. 

Net turnover increased from 
£3.07m to £438m. 

Losses per share were 1.07p 
(O.Glp). 

The directors plan to seek 
shareholders' approval for a 
reduction in the share capital 
to cancel the accumulated defi- 
cit on the profit and loss 
account to December 31 1993. 

Polish factory for 
Cadbury Schweppes 

Cadbury Schweppes, the con- 
fectionery and soft drinks 
group, is to build a chocolate 


BRADFORD & BINGLEY 
BUILDING SOCIETY 

UNAUDITED RESULTS 
FOR THE 6 MONTHS TO 
30TH 1 UNE 1993 


Routt* 


Net Interest Receivable 
Other Income and Charges 

Management Expenses 

Operating Profit 
Mortgage Luss Provision 

Pre-Tax Profits 
Taxation 

Post -Tax Profits 


6 Month* to 3(lth (une 
1003 1922 

£m j£m 

128.2 105.6 

33.9 30.6 

160.1 136.2 

73.0 71.6 

87. 1 64.6 

28.3 25.7 

58.8 38.9 

18.7 11.9 

40.1 '27.0 


Note - Included m Interest Receivable is a deduction of JJIMM 
f£13M i«i 306.92.) for interest deemed io be irrecoverable. 

“Ii u re alluring ra soe oar profits being maintained at limilar levels 
lo iho*e achieved in the second half of 1992. Our profit 
improvement n even more significant when viewed against the 
difficult trading conditions which continue m both the mail 
saving* and lending nurkets- 

-W c have been particularly pleased to see a decline in the level of 
orieai* and poraeuwms a mi I believe ihi* trend will be unstained 
m (hr second half of the year. We have m aintai n ed cwr policy of 
iabng a sympathetic yet practical view to borrowers with 
difficutom and l am sate that the reducing numbers or people with 
problems is a relief to everyone. 

-The homing tiuAot has not yet fully recovered, but with interest 
rain hkrlv to remain at the current low levels for a significant 
period, we can expect a slow but steady recovery." 
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For further information please contact either 
Mr- G R- Lister, Chief Executive, (0274 554394 lor 
Mr. J.A.W. Smith, Finance Director, (0274 554395). 
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THE BUSINESS 
SECTION 

appeals Evety Tuesday & 
Saturday- Please contact 
Melanie Miles on 
071-873 3308 or write to her a! 
The Financial Tones, 

One 5oulhwark Bridge, 
London SE1 9HL 


Notice of Adjustment to Conversion Price 

Sedgwick Group pic 

t Incorporated in England and Wales wilh limned hab'bty) 

£41,500,000 

754% Convertible Bonds 2008 

{trie -Bonds") 

Convertible into ordinary shares of the Issuer 

Pursuant to Condition 7|b)(tv) of the Trust Deed, notice is hereby 
given to holders of the Bonds that, following the rights issue to the 
shareholders announced by the company on 17 August. 1993 Iho 
conversion price of 190p per share has. in accordance with the Trust 
Deed dated 15 June, 1993 constituting the Bonds, been adjusted to 
183p per share with effect from 18 August, 1993. 

By: The Chase Manhattan Bank, N. A. CHASE 

London. Pnnctpal Paying and B B 

Conversion Agent 

August 26. 1993 
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Andrew Skarzynski on 071-873 3607 
Philip Wrigley on 071-873 3351 
JoAnn Gredell New York 212 752 4500 
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greater efficiency. Do It All is 
also trying to develop the 
strength and identity of its 
own brand. 

Mr Steve Russell. Do It All's 
managing director, is using 
experience gained as director 
of merchandise at Boots to try 
to improve standards of cus- 
tomer service. 

The chain is also rolling out 
its “New Trading Concept", 
involving refitting stores and 
regrouping products according 
to different DIY projects - for 


example, putting everything 
for bathrooms in one place, 
rather than taps in one area 
and tiles in another. 

Specially-designed informa- 
tion boards give advice on how 
to carry out various DrY pro- 
jects. 

Refits cost between £50,000 
and £300,000 depending on the 
age and size of store. 

Sir Malcolm Field, group 
managing director, said yester- 
day percentage sales increases 
in refitted stores were “moving 
towards double figures", with 
sales per square foot “moving 
towards £100". compared with 
the £65 per sq ft for the chain 
as a whole estimated by 
Verdict, the retail research 
group. 

But. as Sir Malcolm admit- 


NEWS DIGEST 


and sugar confectionery fac- 
tory at Wroclaw, south-west 
Poland, for £20tn- 

The company said the site 
chosen had good access to pop- 
ulation centres. Construction 
was expected to begin in 1993 
with production starting in 
1995. 

The Polish confectionery 
market is estimated at about 
180,000 tonnes. 

A$ 11 . 5 m Australian 
buy for McKechnie 

McKecbnie, the plastics and 
metal components group, has 
acquired Phipps International, 
an Australian manufacturer 
and distributor of aluminium 
security door screens and pro- 
vider of drapery hardware 

Phipps has assets of about 


ASH -5m (£4m), and Is being 
acquired for A$ll.5m cash. 

The acquisition is being 
made through McKechnie's 
wholly owned subsidiary. 
McKechnie Pacific. 

Fleming Claverhouse 
net assets ahead 

Net asset value at the Fleming 
Claverhouse Investment Trust 
was 193p at June 30, up 14 per 
cent on the figure of 168.6p at 
end-June 1992. 

Net revenue amounted to 
£1.12m, down from £ 1.25m in 
the comparable period. 

Earnings worked through 
at 2.55p (3.l3p> per 

share. 

Comparative figures were 
adjusted to reflect the change 
of accounting policy to recog- 


ted, the roll-out is slow. Only 
54 stores will have been refit- 
ted by next February - out of 
320. The pace cannot be 
quicker, he says, because 
“these are quite big things to 
do and there is ouly so much 
the infrastructure can take". 

Given that Boots and Smith 
admit they exacerbated their 
original problems by failing to 
integrate Payless and Do It All 
quickly enough, the apparent 
lack of urgency in refitting the 
stores is causing nervousness 
in the City. Some analysts 
believe the real reason is the 
new format has not been as 
successful as hoped. 

But the question preoccupy- 
ing most analysts is what hap- 
pens if the reforms do not 
improve trading, and the hous- 


nise income from investments 
on an ex-dividend basis 
and the scrip issue in 
March. 

Dividends of 2.5p have 
already been announced and 
the directors expect to recom- 
mend a maintained total of 
5.35p. 

Bournemouth Water 
edges up 

Increased compliance costs 
meant that Bournemouth 
Water and West Hampshire 
Water, both part of Biwater, 
the privately owned water 
engineering company, turned 
in pre-tax profits only slightly 
ahead for the six months ended 
June 30. 

The pre-tax figure at Bourne- 
mouth Water - which serves 


ing market does not pick up. 

Few believe a buyer for the 
chain could be found, and the 
cost of closure - estimated at 
about £200xn - would be pro- 
hibitive. 

“I can see no solution to the 
problem that would satisfy 
both Boots and Smiths," says 
Mr Nick Bubb, retail analyst at 
Morgan Stanley. 

He draws a parallel with 
Silo, Dixons' US electrical 
retailer where losses are still 
mounting in spite of manage- 
ment's efforts to improve sales, 
and neither sale nor closure is 
a realistic option. 

At least Silo has only one 
owner. Do It Ail, on the other 
hand, looks set to remain a 
problem child for both its par- 
ents. 


356,000 people - came out at 
£2.07m, against £2.06m. on 
turnover of £6.07m (£5.85m). 

Pre-tax profits at West 
Hampshire Water, which 
serves 163,000 people, were 
helped by reductions in 
interest payments and emerged 
at SBS4.0W {£578,000). Turnover 
was £4.6im (£4j5m). 

Bournemouth has used up 
its advance corporation tax 
surplus, leading to an 
increased charge of £591,000 
(£313.000). Fully diluted earn- 
ings per share came out 17 per 
cent lower at 115p (I38p>. The 
interim dividend is 29p. 

West Hampshire continued 
to use its surplus ACT to 
arrive at a tax charge of £51,000 
(£35,000). fully diluted earnings 
per share came out at 79p 
(68p). The interim dividend is 

16p. 
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FINANCIAL TIMES CONFERENCES 


WORLD MOBILE 
COMMUNICATIONS 

London, 29 & 30 September 1993 


The Financial Times sixth annual conference on the World Mobile Communications industry 
will be held in London on 29 & 30 September 1993. 


Issues to be addressed include: 


Speakers include: 

Mr George Schmitt 

GSM Memorandum of 
Understanding Group 

Mr John C Carrington 

Cable & Wireless pic 

Mr Bruno Lasserre 

Ministry of Industry, Posts, 
Telecommunications & Exterior 
Telecommunications, France 

Mr Michael Martuza 

AT&T Easilink Services 


GSM - an unqualified success for Europe? 

Bridging the gap between a business and a residential 
cellular telephone service. 

Developments in high frequency cellular services, 
PCS, PCN & DCS 1800 
The market for LEOs 


Mr Dennis H Leibowitz 

Donaldson Lufkin & Jenrette 

Mr Seth Myrby 

Swedish Telecom Radio 

Dr Woff-Achim Seidel 

Federal Ministry of Posts and 
Commerce, Germany 

Mr Richard Goswell 

Mercury One-2-One 

Dr Tim Howell 

Commission of the European 
Communities 


Mr James Hobbs 

BellSouth Mobile Data 

Arranged in association with Mobile Communications 


WORLD MOBILE 
COMMUNICATIONS 

□ Please send me conference details 

□ Please send me derails about exhibiting at the 
conference 


Financial Times Conference Organisation 
102-108 ClerkenweU Road, London EC1M SSA 
Tel: 071 -S 14 9770. Tlx. 27347 FTCONF G. 
Fax: 071-873 3975/5969 
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COMMODITIES AND AGRICULTURE 


FINANCIAL TIMES THURSDAY 
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German farmers feel 'green 5 currency pinch 

Deborah Hargreaves explains how the virtual collapse of the ERM has hit incomes 

anism had an in-built Inflation- 


G ERUAK FARMERS 
are c allin g for emer- 
gency action by the 
European Commission because 
of the threat to their prices 
caused by the virtual collapse 
of the European Community's 
Exchange Rate Mechanism ear- 
lier this month. 

“Any further price changes 
are going to hit us very hard 
because we're already seen 
lower prices to farmers from 
reform of the CAP while we’re 
paying more for our raw mate- 
rials since our inflation rate is 
the highest in the EC." Mr Max 
Zurek. chief economist at the 
German farmers' union, said 
yesterday. 

The farmers are also protest- 
ing against the automatic 
changes in the “green" cur- 
rency rates - in line with real 
exchange rate fluctuations - 
that have applied to some cur- 
rencies Since the b anning of 
the year, but which now apply 
to all of them. “It makes it 
very difficult for farmers to 
plan ahead," Mr Zurek said. 
“They have to keep revising 
contract prices.” 

Mr Jocben Borchert, Ger- 
many's agriculture minister, is 
pushing for a special meeting 


of EC farm ministers in the 
first week of September to dis- 
cuss the green currency sys- 
tem through w'hich EC price 
support is channeled to farm- 
ers. Mr Borchert has already 
visited his Dutch and French 
opposite numbers this week to 


gauge support. 

EC farmers have been pro- 
tected from any real drop in 
farm prices resulting from cur- 
rency changes since the com- 
plex “switchover" mechanism 
was introduced 9 years ago at 
the insistence of the Germans. 

EC support prices to farmers 
are set in European currency 
units, which representing a 
basket of currencies. The Ecu 
prices must be converted into 
countries' own currencies at 
an exchange rate - either fixed 
or floating. 

The switchover mechanism 
is a complex process for con- 


verting Ecus into “green" 
Ecus, which effectively makes 
the Deutschemark the stron- 
gest currency in the basket. 
German farmers have been 
protected by this system from 
any cut in farm prices that 
would follow a revaluation of 


the Deutschemark in the ERM. 

The switchover system was 
set up to insnlate German 
farmers from any cut in prices 
- it has kept their support 
prices steady in D-Marks. But 
it has also benefitted farmers 
across the EC who have seen 
prices 20 per cent higher than 
they would otherwise have 
been. 

The mechanism proved 
costly to run - it cost the EC 
an additional Ecul.Sbn 
(£1.14bn) last year. By keeping 
German prices stable and 
pushing all other prices 
upwards the switchover mech- 


ary bias. 

The commission tried to get 
rid of the switchover at the 
be ginning of the year because 
of the introduction or the sin- 
gle market, but the German 
farm lobby ensured that it 
remained in place. 

Since the switchover was 
triggered by a revaluation 
within narrow band of the 
ERM - a political decision in 
the semi-fixed exchange rate 
system - it is now defunct as 
currencies are allowed to fluc- 
tuate widely. The Germans 
want it applied aga in to float- 
ing currencies, but the com- 
mission is not keen. “The com- 
mission has now achieved 
through the action of the 
finance ministers what it could 
find no consensus for among 
agriculture ministers last 
year," said Mr Zurek. 

However, although the swit- 
chover is now inoperative. Ger- 
man fanners have Dot yet seen 
any cot in prices. What they 
have seen is the drop in the 
value of the Franc and the 
Danish Krone resulting in 
more French and Danish farm 
products on the German mar- 
ket, which In turn is pushing 


German prices down. 

UK farmers have seen their 
farm exports become more 
attractive and their own sup- 
port prices rise by about 15 per 
cent since the UK left the ERM 
last September. The small 
devaluation for France and 
Denmark has pushed up sup- 
port prices marginally to 
French and Danish fanners. 

But German, Dutch and pos- 
sibly Belgian fanners fear their 
prices will fall if the D-Mark 
continues strong enough to 
force a revaluation. 

That is why farmers plaint 
there must he swift emergency 
action to remove the threat of 
price cuts. Chancellor Helmut 
Kohl of Germany is expected to 
address the issue in taiics with 
Mr Eduard Balladur, prime 
minis ter of France, this week. 

But calls for far-reaching 
reforms of the EC “green” 
money system are unlikely to 
be supported by many other 
countries. The UK would 
strongly resist the return to a 
switchover mechanism. 

“German farmers may not 
like it, but for the first time, 
they are in the same position 
as all other fanners in the EC,” 
one UK forming official said. 


Calls for far-reaching reforms of 
the ‘green 5 money system are 
unlikely to be supported by 
many other countries 


Sahel’s crops at mercy of airborne invaders 

Defences against the locust threat remain woefully inadequate, writes Canute James 


THE UNITED Nations says a locust invasion of 
vast desert lands in Pakistan and India is a 
“time bomb” it is trying to prevent from 
exploding across the region, reports Reuter 
from Islamabad. 

The locust outbreak could start a cycle of 
plague lasting several years if it is not stopped, 
according to a statement from the UN informa- 
tion office in Islamabad. It quotes a UN Food 
and Agriculture Organisation report as saying 
locusts on both sides of the India-Pakistan bor- 
der threaten all agricultural production in the 


region. “International donors have been 
requested to provide equipment and chemicals 
for use by the Plant Protection Department of 
Pakistan,” it says, adding that similar assis- 
tance Is being provided in India. 

“A major outbreak of desert iocnsts is occur- 
ring In the deserts of Sind and Punjab in Pakis- 
tan and cross-border in India,” the FAO says. 
“After invading the area in the middle of July 
by flying across the Arabian Sea from Yemen 
and Oman, the Insects now extend throughout 
vast areas of desert” 


T HERE ARE strong signs 
that another desert 
locust plague is about to 
hit Sahelian Africa, and 
according to a recently-pub- 
lished report, unless a compre- 
hensive approach to the prob- 
lem is implemented the 
region's already struggling 
agriculture will be further dev- 
astated. 

“Events in late 1992 and 
early 1993 in East Africa 
suggested that a desert locust 
plague could once more be 
brewing, starting in the Red 
Sea hills of Sudan. Eritrea and 
Saudi Arabia" says the report 
by the Panos Institute of Lon- 
don. It refers to warnings from 
the Food and Agriculture 
Organisation that there Is need 
for better quality information 
from surveys if the impending 
plague is not to be as damag- 
ing as the last in 19S6-19SS. 

The painful irony for Sahe- 
lian farmers is that while 
drought destroys tee prospects 
of improved agricultural pro- 
duction, it is also unfavourable 
to the breeding and prolifera- 
tion of the desert locust. The 
report says it was the good 
rains of 1965 that seem to have 
stimulated the increased breed- 
ing which triggered the 
1986-1938 plague. 

“So just when there is a year 
or two of improved rainfall and 
the prospect of better yields, 
the threat of locust damages 


increases,” the report says. 
"Many a Sahelian fanner has 
suffered seeing the first crop 
after years of poor rains being 
ravaged by locusts and grass- 
hoppers." 

Any attempt to deal with the 
problem must first come to 
terms with the fact that it is 
not only locusts, but grasshop- 
pers. which threaten agricul- 
ture in the region. The Panes 
Institute points out that while 
locusts are notorious for their 
capacity for destruction, grass- 
hoppers have no such notori- 
ety. It argues, however, that 
this distinction is “false". 

“While grasshoppers may 
not have caught the imagina- 
tion of chroniclers of plagues 
as locusts have, they too devas- 
tate crops and rangeland. In 
fact, over the last five years 
they have caused more damage 
in the Sahel than locusts." 

The experience of the 
1986-1988 plague indicated that 


the fast action and flexibility 
needed to deal with the pests 
were not available, and that 
once the locusts were on the 
move the resources supplied to 
combat their onslaught was 
sometimes inappropriate and 
often came too late. 

T he fight to reduce the 
locust population and to 
prevent a plague, or to 
contain them when they are on 
the move, is severely ham- 
pered by poor communications 
in the Sahel. It is more difficult 
to fly to different areas from 
within the region than it is to 
reach them from Europe, the 
Panos Institute says, and mov- 
ing equipment, fuel and pesti- 
cides in the region is far from 
easy. 

“A drum of pesticide to be 
used in August has to be 
moved up country by May at 
the latest.” it says. “This 
means it has to be in the coun- 


try no later than April, which 
in turn means being des- 
patched from its country of ori- 
gin in January. Yet firm pre- 
dictions on campaign 
requirements eight months 
ahead are impossible." 

Few Sahelian national bud- 
gets can stand the cost of 
aerial surveys and efforts at 
locust and grasshopper control 
in the region are complicated 
by difficulties in regional 
co-operation, while collabora- 
tion among institutions in the 
region has become more diffi- 
cult because of conflict 
between or within countries. 

The report cites the case of 
Chad, which it says contains 
areas of suitable breeding 
ground for the desert locust 
that are too large to be covered 
by ground surveys. In 19ST and 
1988 the continuing conflict 
with Libya meant that aerial 
surveying in the north was for- 
bidden. In October 1990. poor 


relations between Chad and 
Sudan prevented aerial survey- 
ing of large areas on both sides 
of their common border. 

Dealing with the problem 
demands the establishment of 
a “single comprehensive and 
authoritative starting point” 
for all those concerned with 
grasshopper and locust control, 
the report argues. “The cost of 
pulling together the relevant 
information is insignificant. 
While a number of information 
networks exits, the FAO 
remains the best forum for the 
exchange of ideas between sci- 
entists, administrators and 
decision makers.” 

While donor countries and 
institutions and Sahelian plant 
protection agencies are becom- 
ing increasingly aware that 
there is a need for new 
approaches, the Panos Institute 
warns that another plague on 
the scale of that of 1986-1988 
could as easily build up. 

“Luck may not be on the 
Sahel's side this time," it con- 
cludes. “If technical and insti- 
tutional capacities are not 
strengthened and if more sus- 
tainable strategies are not 
developed, the formers of the 
Sahel will continue to be vul- 
nerable to devastating crop 
losses." 

Grasshoppers and Locusts: The 
Plague of the Sahel. The Panos 
Institute 1993. London. 


Finland sets out farm support 
shopping list for EC entry 


FINLAND HAS unveiled 
proposals for supporting its 
Arctic and sub-Arctic agricul- 
ture within the European Com- 
munity - seen as the most dif- 
ficult issue in the country’s 
membership talks, reports 
Reuter from Helsinki. 

“Unless we get some 
so-called Nordic agricultural 
support we cannot continue 
agriculture in this country,” 
Mr Pertti Salolainen, the 
foreign trade minister, told a 
news conference here yester- 
day. 

Mr Heikki Haavisto, the for- 
eign minister, said the mea- 
sures Finland would propose In 
the talks would cost between 
FM6bn and FM9bn (£693m and 


£1.04bn) a year. He said Fin- 
land's goal was for the EC to 
contribute FM3bu bo FM&5bn a 
year. 

A package of measures out- 
lining Finland’s position 
includes the following: 

• Average support of up to 
FM2.97Q per hectare; 

• Livestock support erf up to 
FM4J300 per animal; 

• Milk, beef and mutton pro- 
duction. subsidies for the two 
most northern regions; 

• Transport support for milk, 
meat and eggs (excluding the 
most southern parts of Fin- 
land); 

• Animal feed support in the 
three most northern regions. 

Finland would also aim at a 


12-year transition period to 
restructure its farming. 

The government said pnee 
and support levels within the 
EC’s common agricultural pol- 
icy were not enough for Fin- 
land to achieve the agricul- 
tural policy objectives of the 
community. 

Finland has a growing sea- 
son of 180 days or lea com- 
pared with 220-230 days in Den- 
mark and more in southern 

Europe. _ „ . 

The package s to be sent to 
the EC in September to form a 
basis for further negotiations. 

The present round trf talks 


Talks fail to resolve fishing row 


between Iceland and Norway 


By Karen Fossil hi Oslo 

EMERGENCY TALKS between 
Norway and Iceland aimed at 
defusing a bitter fishing row 
centred on cod stocks in the 
Barents Sea have ended with- 
out resolution. 

The purpose of the meetings 
was to seek agreement on the 
principles of management of 
resources with regard to the 
UN conference on stock man- 
agement outside coastal state’s 
economic zones and to achieve 
bi-lateral agreement between 
the two countries on fishing in 
the Barents Sea. 

Iceland is now threatening to 
expand fishing operations to 
the Norwegian economic zone 
off the Arctic island of Sval- 
bard and still refuses to 
acknowledge that Norway has 
any right to c laim jurisdiction 
over resources in the disputed 
area. 

The week-old dispute 
Involves Icelanders fishing in 
the “loophole”, a 62,400 sq km 
zone in the Barents Sea man- 


aged Jointly by Norway and 
Russia, where Arctic cod 
spawn before making their 
way into those two countries’ 
waters. 

Mr Johan Joergan Holst, 
Norway's foreign minister, 
foiled to obtain agreement 
from Mr Jon Baldwin Hanni- 
balsson, his Icelandic counter- 
part, on the UN principle that 
the authority of the coastal 
state to manage marine 
resources outside its economic 
zone applies to the Norwegian- 
Russian Barents Sea "loop- 
hole” region. 

At a UN conference earlier 
this month Iceland was of 
the strongest proponents of 
this principle but refused to 
agree to it in the dispute with 
Norway over Barents Sea 
resources. 

Norwegian foreign ministry 
officials said yesterday that the 
meetings, which were held on 
neutral ground in Stockholm 
and also attended by the two 
countries' fisheries ministers, 
were to have covered "only" 


the issue of the UN conference 
but Iceland had demanded 
quotas from Norway for fish- 
ing in the Barents Sea- 

Ice land also threatened to 
fi sh in Norway's economic 
zone off Svalbard, after having 
just a week ago asked their 
fisi yarman to avoid the area. 

The Stockholm meetings 
ended bitterly with both coun- 
try's four ministers leaving 
hastily without giving a prom- 
ised my*** 1 briefing on the out- 
come of the discussions. Nor- 
wegian offi cials said no new 
meetings on the dispute were 
planned but that Norway 
would at any h mg welcome a 
reopening of the discussions. 

Norway refuses to yield to 
Iceland's demands for fishing 
quotas in the Barents Sea - 
possibly influenced by the pub- 
lic opinion costs this would 
entail in an election year ~ and 
will continue to step up sur- 
veillance of the disputed “loop- 
hole” area as long as Icelandic 
fisherman continue to defy its 
demands. 


US sugar cut to cost Caribbeans $19m 


By Canute James in Kingston 

CARIBBEAN SUGAR exporters 
to the US will earn about 
US$19m less from deliveries 
made in the 1993-1994 period, 
following a reduction in import 
quotas by the US government 
Industry officials ta the region 
say its cumulative quota for 
the delivery period, staring in 
October, is 16 per cent less, in 
line with an overall reduction 
in imports by the US govern- 
ment 

The region's quota will be 
225,508 tonnes, with the Domin- 
ican Republic, the region’s 
largest quota holder, supplying 


about three .quarters. The 
country will earn about $14£m 
less because of the quota 
reduction, the officials say. 
Other suppliers in the region 
are Barbados, Belize, Guyana, 
Jamaica and Trinidad and 
Tobago. 

The US pays quota holders 
about 20 cents a lb, ami the 
quotas are periodically 
reviewed by the US Depart- 
ment of Agriculture to deter- 
mine what quantity of imports 
are needed to supplement 
domestic production. 

US import quotas have been 
progressively reduced over the 
past decade, cutting the earn- 


ings of regional producers. The 
Caribbean industry relies on 
preferential markets such as 
those in the US and Europe, 
because world market prices 
are lower than the cost of pro- 
duction in the region's ineffi- 
cient sugar sector. 

hi its latest annual report, 
the Caribbean Development 
Bank, based in Barbados, said 
that quota reductions by the 
US meant that the region was 
seflbig increased quantities of 
sugar on the world market “at 
prices which are substantially 
below the preferential prices 
for sales to Europe and the 
United States”. 
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WORLD COMMODITIES PRICES 


MARKET REPORT 

The recent grip on the London 
Metal Exchange COPPER market 
by influential traders was not so 
evident yesterday and prices staged 
a downward correction. The cash 
premium over three months metal 
also eased back from above the 
$40 level it reached on Tuesday. 
The three months position dosed 
at $1 ,937.50 a tonne, shedding 
$9 of Tuesday's $33 advance, while 
the cash premium dosed in to 
$32.50 a tonne. The ZINC market 
continued Tuesday's late fall with 
the three months price dipping to 
$885 a tone at one point. But it 
steadied on profit -taking to end 
the after hours trading session at 


London Markets 


SPOT MARKETS 

Grade off (per barrel FOBItOct] 

+ or - 

Dubai 

S14.74-4.60u 

-215 

Brent Bend (doted) 

S1X6*-X68u -024 

Brent Bend (Oral 

S10.99-7.01 

-024 

W.TJ [1 pm esO 

T1O22-024U 

■275 

CM products 



(NWE prompt delivery per tonne OF 

♦ or - 

Premium Gosoffne 

5192-194 


Gas OR 

SI 63-184 

-2 

Heavy Fuel Off 

581-63 


Naphtha 

S1S9-161 

-2 

Petroleum Argus Estimates 



Other 


+ or - 

Gold (per troy oz)f 

£371.25 

■230 

saver- tper tray or >4 

460.50C 

-050 

Platinum (per Buy az) 

$360 5 

-1-0 

Pafcadum (per tray (E) 

5128.75 

-56 

Capper (US Producer! 

SI -50c 


Load (US Producer! 

34.63c 

-1.13 

Tin 0<uaia Lunpur mart-et) 

12.20m 

#0.04 

Tin (Now Vorftj 

2223c 

-1.5 

3nc (US Prime Western] 

Unq 


Cattle (ha weight} 

128.70P 

■202- 

Sheep (Kve WBJghOT* 

85.60P 

■O.M- 

Pigs five vrarghQT 

6&05p 

-2.91 1 

London daffy sugar frawl 

S3 42. 5 

-16 

London daffy sugar (whae) 

$295.6 

*0-6 

Tate aid Lyta export price 

CT/23 

*1.0 

Barley (Ertftah feed) 

Unq 


Mates (US No. 3 ynffow) 

£109.5 


Wham (US Dart, ttathem] 

£147-0 


Rubber (OdjV 

59-50p 


Ritober (t-JovtV 

50.750 


Rubber (ML RSS No T JulJ 

211.5m 


Coconut off lPn*pptaus)§ 

S45i5v 


Pofin CT IMstoystanHi 

S302.Su 


Copra IPhUpptnaslS 

S2890 


Soybeans 

Cl 96.6 


Cation *A" Indeo 

5SOSc 


WoalUps 1043 Super) 

332p 



E a taw urteos otherwise stated p-pence/ka 
c-cenra/Tb. r-mgotftg. x-Auq/Sop v-SeoftJd u-Oct 
l-Oct/Dec x-AtiqTSee VLondan physical. §OF Rot- 
terdam a EMRon market close. m-JAffaysrei cents/ 
fce.*£Jioap mas are now hto weight prices - 
change from a week ago, prcwswnal pncaa. 


$889 a tonne, down $9 on the day. 
TIN prices fell back to the 20-year 
lows ruling before the recent spike 
and traders said the market was 
just reflecting the depressed 
fundamental situation, which had 
not changed. A the London bullion 
market there was another attempt 
to push the GOLD price through 
support at $370 a troy ounce just 
after the New York opening, but 
again professionals supported the 
market. PALLADIUM'S recent 
dedine accelerated, taking the price 
to $128.75 an ounce at the 
afternoon fix, the lowest since the 
end of June. 

Compiled from Reuters 


SUDAN 

-LCE 


(S per tome) 

White 

Ckne 

Previous 

Htg/VLov, 

Oct 

26200 

203 L 4 O 

reaoo 201.00 

Dec 

257.00 

259.10 

25850 257.00 

Mar 

258-90 

280.10 

25950 258 00 

May 

261.40 


261.40 

Aifl 

20090 


268.00 260.00 


While 039 (1130) Parts- Wtste (FFr per tonne): 
Oct 153592 Dec 1521-80 


enuoeoiL-RPB ytumt 


Latest Previous High/Low 


Oct 

1732 

17.12 

17.24 1050 

Nov 

17.17 

1728 

17.40 17.17 

Doc 

1755 

17/47 

1753 17.33 

Jan 

17.48 

1751 

17.06 17.47 

Fob 

17.75 

17.70 

17.75 17.75 

IPE tofke 

17.2S 

17.18 


Turnover 13783 (243871 


OASQB. 

-IPS 


S/terme 


Close 

Previous 

Wgnfljow 

Sep 

1B2.00 

16350 

104 25 102.00 

Oct 

IBS .00 

18625 

106.75 16450 

Nov 

10720 

10825 

100 50 106.75 

CMC 

10025 

17025 

170.75 109.00 

Jan 

17050 

172.00 

17225 17025 

Feb 

17025 

17125 

171.75 17050 

Mar 

10850 

16950 

16825 16800 

Apr 

106.75 

168.00 

106.75 

Mav 

16550 

16750 

165.50 

Jun 

165.00 

16050 

16700 


Turnover 0740 (10*04) ton of 100 tnmss 


WOOL 

The Australian wool market has continued Id 
dedne, with me market tndkatfer down to 411 
oents a Mogram on August 25, c o mp a red with 
430 cents a week before Thu low point m Aprf 
was 361 cents, Business end buying mtoreal 
remoms low There a no doubt that uncerukt- 
nes an stodkpffe dfeparal policy raced by ttta 
Gtamaut wool renew ctanmlftee ham helped to 
check buying interest. Caution seems pardcu- 
Lvty evident m Japan, nocmaty a leading buyer 
at Australian rates. 


COCOA 

-LOB 


C/to me 


Ctosa 

Previous 

Htfi/Uiw 

Sec 

771 

787 

780 707 

Dec 

005 

815 

812 797 

Mar 

B27 

834 

829 019 

May 

037 

040 

838 832 

Jiff 

847 

855 

040 842 

Sep 

057 

064 

058 852 

Dec 

872 

877 

872 888 

Mar 

085 

086 

886 879 

May 

095 

096 

095 690 


Turnover 14339 118090) lots of 10 tonnes 
tCCO Indicator prices (SOfls per tonne). Dally price 
tor Aug 24 027.50 (807. 70? 10 day average tar Aug 
2S 78055 (77046) 


comm 

-u» 


S/tonne 


Ctose 

Previous 

WghAjow 

Sep 

1272 

1268 

1272 1250 

Nov 

1240 

1242 

1242 1223 

Jan 

1203 

1213 

1208 1192 

Mte 

1105 

1197 

1185 117B 

May 

1179 

1192 

1100 1179 


Turnover 5130 163821 lots of 5 tonnes 
ICO Indicator prices IUS cents per pound) tor Aug 
24 Comp, daffy 69.53 <09.29) 15 day average 0081 
(66.64) 


POTATOES -LCD 

DVmne 


Close 

Pnevtoin 

High/Low 

Apt 

75.7 

759 

76.7 7S.0 

May 

005 

07.8 

8X5 88J 

Tianmer 108 (72) lots of 20 tomes. 

SOYAMBAL- LCE 

CTtorne 


Close 

Previous 

High/Law 

Oct 

- 

- 


Tirnaver 0 <p> Iota of 20 tonnes. 

FREIGHT - LCE 


SIOAndv point 


Ctose 

Previous 

High/Low 

Aug 

1451 

1454 

1400 1450 

Sep 

1438 

1480 

1480 1438 

Oct 

1488 

1405 

1405 I486 

Nov 

1470 

1496 

1492 1470 

Jan 

1408 


1408 

Apr 

1513 

1540 

1520 1513 

Del 

1480 


1400 

BF1 

1452 

1457 


Turnover 01 1282] 

CHAINS 

-LCE 


C/tonne 

Wheat 

Close 

Previous 

High/Urw 

Sep 

10320 

10440 

10350 10320 

ftov 

10450 

IQS 50 

10440 10450 

Jan 

10850 

107 45 

10740 10040 

Mar 

108.45 

109.00 

109.00 108.45 

May 

11090 

11100 

111.00 11040 

Barley 

Cteae 

Previous 

KflhA.OW 

New 

10026 

10255 

10240 102.10 

Mar 

'08.30 

107.15 

<0040 


rieixner. Wheat 583 1414) Barley 95 (781. 
Turnover lets ot 100 Tonnes. 


PtOS-Lce (Cash Santemanq pntg 

dose Previous High/law 
Sap - 873 

TumcverO ptota of 1250 fcg 


LONDON METAL EXCHANGE 


(Prises suppled by Amriganated Mebff Tratftig) 


CtoM 

Prevtaua 

HlgtVLow 

AM oncu 

Kerb dose Open Interest 

AhmMuni, 99.7Tb purity (S par tamej 



Total daffy lugaw 47,229 Ha 

Cosh 

3 months 

1139-10 

1161-2 

1148-49 

1171-72 

1145-571146 

110971159 

11444-5.0 

1100-64 

1181-24 243401 lota 

Capper, Grade Aft pa- tome! 



Total daffy turnover 46409 tab 

Cash 

3 month* 

1989-71 

1937-0 

1988-09 

1946-47 

196S7I982 

1940/1933 

1002-3 

19444-54 

1932-3 188,191 lots 

Leed(S per tonnel 




Total daffy btnovar 4,148 lota 

Cash 

3 months 

381.5-24 

395-5-fi.Q 

380-87 

399-994 

3977304 

3804-14 

394-44 

3984-7.0 24.768 lots 

Mchol (S per tonne] 




Total daffy tumovar 5,433 tots 

Cash 

3 months 

4620-30 

4870-60 

4850-60 

4705-10 

4804 

471074050 

4004-5 

46S4-5 

4845-50 454*7 Iota 

Tin (S per tonne) 




Total daffy turnover 2,721 tats 

Cash 

3 months 

4700-5 

4015-20 

4785-90 

4035-49 

484074015 

4770-00 

4880-1 

4010-5 1040s tan 

Zinc, Special High Grade (S per tonne) 



Total defy turnover 20447 Iota 

Cash 

3 months 

874J5-S4 

080-9 

890-91 

804-05 

074.5 

683/80&5 

874-44 

809-94 

888-9 79428 lota 

LIRE Closing US rata: 
SPOT: 1.4825 

3 months: 1.4728 

8 months: 1.40K? 9 month* 1A699 


Copper and lead prices ate now expressed in dorias per tonne 


LOUDON BULLION MARKET 

(Prices supplied by N M Rothschild} 

Gold l tray co) 5 price E equivalent 

Close 371. 00-371.50 

Opening 371.10371.50 

Morning tx 371.75 24X313 

Afternoon fbr 371.15 250.439 

Day's lagh 372.75-37125 

Day's tow 37050-371.00 


Loco Ldn Mean Gold Lending Rrtes (Vs USS) 

1 month 

242 

6 months 243 

2 months 

248 

12 months 240 

3 months 

244 


Star Ac 

p/bay az 

US cts equlv 

Spot 

317.25 

474.75 

3 months 

321.85 

47645 

0 months 

326.05 

48240 

12 months 

334.05 

491.50 


aou corns 


$ price 

E egutvalenr 

Krugerrand 
Maple loot 

New Sovereff^i 

371 40-37440 
381.75-384.15 
8740-90.50 

247.00-25040 

5640-6140 


TRADED OPTIONS 


Aluminium |99.7 ^,j 


Calls 


Puts 

Strike nice 3 tome 

Oct 

Jan 

Oct 

Jan 

1175 

13 

41 

35 

39 

1300 

7 

30 

54 

03 

1225 

3 

21 

73 

80 

Copper iGrade A) 


Cafls 


Puls 

1900 

67 

00 

24 

02 

1950 

38 

64 

40 

80 

2000 

20 

45 

77 

110 

Cnllee 

New 

Jan 

NOV 

Jan 

1150 

121 

119 

31 

66 

1200 

90 

93 

SO 

90 

1250 

05 

73 

70 

120 

Cocoa 

Dec 

Mar 

Dec 

Mar 

725 

92 

123 

12 

21 

750 

73 

105 

10 

29 

775 

56 

89 

26 

37 

Brent Crude 

CW 

NOV 

Oct 

Nov 

1650 

60 


9 

21 

1700 

27 


27 

43 

1750 

15 

48 

42 



New York 


GOLD TOO fray oru Stray az. 



Cftne 

Previous 

hSgh/Low 


Am 

3724 

3714 

3734 

371.0 


3724 

372-2 

3704 

3704 

Oct 

373.7 

373.1 

3744 

3T1J 

DSC 

375-5 

374.9 

378-1 

3734 

Feb 

377 2. 

375.7 

3734 

3754 

A» 

3784 

3784 

3794 

377.2 

Jim 

3804 

380.1 

0 

0 

Aug 

3824 

3014 

0 

0 

Oct 

384.1 

3834 

0 

0 


PLATWUM SO tray cc Sftray to. 


doom Previous hffgh/Low 



3074 

3074 

0 

0 

Od 

3074 

3884 


3804 

Jan 

3884 

3884 

3884 

3804 

Apr 

33H.4 

300.1 

0 

0 

Jiff 

3904 

3914 

0 

0 

SUER 5400 My Op CHTtVtioy 02. 


Ctosa 

Previous 

Hfgh/Low 


Aon 

4734 

4734 

0 

0 


4734 

4734 

4754 

4804 

Oct 

474.7 

4744 

0 

0 

Uac 

4784 

4774 

4794 

473.0 

Jim 

4714 

4704 

4754 

4754 

Mar 

482.7 

AB2.1 

4024 

4794 

M«V 


408.1 

4804 

4894 

Jiff 

489.1 

4894 

4804 

4084 

9ep 

4924 

<92 4 

4944 

4944 

Dec 

4974 

488.1 

496-0 

4924 

MQH GRADE COPPER 2S40D to* ccnta/toa 


Close 

Previous 

HghAxni 


Aug 

85.45 

8840 

8540 

0490 

Sep 

8545 

88.40 

9640 

0440 

Oct 

96.15 

9940 

8540 

9540 

Nov 

9540 

9940 

0 

0 

Dau 

9540 

B84Q 

i»«5 

9440 

Jan 

9545 

9640 

0 

0 

Feb 

05.45 

80.70 

0 

0 


8545 

98.75 

6845 

88.00 

Apr 


9845 

0 

0 

May 

86.70 

0040 

8940 

9990 

CRUDE OIL (UoKl 42400 US gaffs Stoerrd 


Loflaat 

Previous 

Htgh/Low 


Oct 

1041 

10 35 

1941 

18.16 

Nov 

1040 

1842 

1870 

18*46 

Dec 

10.70 

10.79 

1043 

1090 

Jjn 

1842 

18.92 

1944 

18.78 

Feb 

1842 

1943 

19.13 

1640 

M* 

1944 

19.14 

1945 

1948 

Af» 

10.11 

1941 

1931 

1947 

May 

19.10 

1948 

19.19 

19.17 

Jim 

1945 

1945 

19.43 

1944 

j^ 

1940 

19.42 

1930 

1930 


HEATING OT- 42,000 US sans. oerneAJS gala 


Chicago 


httSM-fl* SOYABEANS 5JXM bu rate comVBOto bushel 


Sep 

Oct 

Nov 

Dec 

Jan 

Feb 

Mar 

Apr 

May 

5240 

■3!« 

6430 

6540 

5590 

6640 

54.40 

5440 

5297 

5440 

5641 

6640 

5840 

8630 

6545 

5440 

5440 

5335 

6435 

5535 

5035 

50.70 

56.75 

5596 

6430 

0 

52.10 
5030 
5430 
55.15 
55. BS 
5630 
6695 
6440 
0 

' 

Ctoee 

Previous 

Mgh/Uw 

Sep 

No- 

Jan 

Mar 

May 

Jiff 

Aug 

Sep 

flTMJ 
371 A) 
877/0 
682/D 
682ft! 
884/8 
678/8 
84WD 

illiilli 

B73H 

874/0 

678/4 

683/4 

683/e 

88 Ml 

680ft) 

849/0 

MM 

087/4 

873/4 

673/4 

879/0 

680/4 

077ft] 

848/4 























Ctoea 

Previous 

HgfVUw 



Ctam 

Previous 

Fffghtcw 

• Sep 

2345 

2062 

2X58 

2134 - 

Sep 

Dec 

Mv 

May 

Jiff 

Sec 

1000 

1059 

1093 

1113 

1133 

1164 

1006 

1056 

1090 

1109 

1129 

1150 

1003 

1008 

1100 

1103 

1114 

1155 

975 

1027 

10B4 

1090 

1112 

1128 

Oct 

Dec 

Jan 

Mar 

May 

Jii 

Aug 

2340 

2344 

2393 

2447 

24.11 

24.11 
2395 

2X07 

2393 

2443 

24.15 

2430 

24J» 

2448 

2X75 

2999 

2438 

2433 

24.15 

84.15 
2430 

9X80 

2X71 

2XB3 

2X90 

2398 

2X95 

2335 

Mb- 

1205 

1201 

1184 

1178 

SOYABEAN MEAL 100 tom; Sfton 


May 

12S5 

1221 

0 

0 


Ctoee 

Previous 

HSgh/Lew 


COFFEE “CT 37400ba; canfaflba 


Sep 

2139 

2124 

2124 

215.1 

215.1 

21X5 

2113 

2113 


Ctoee 

previous 

HfeMLov 


Dec 

ZV3A 

213.1 

2106 

2133 

2133 

2104 

2133 

Sep 

Deo 

Mar 

May 

7030 

7945 

8140 

0230 

7535 

77.70 

79. TO 
8140 

78.75 

7936 

8140 

8230 

7430 

7848 

70.73 

8040 

Mar 

May 

Jiff 

2123 

2124 
2129 
2103 

21X0 

21X1 

2132 

21X0 

2123 

2113 

2113 

2113 

212.1 

2103 

Sep 

85.20 

0340 

0 

0 

MAKE 6JXM) bu nffra centaffiQb bushel 


Deo 

8845 

8740 

0 

a 


Ctoee 

Previous 

Hah/Low 


8UQAR WORLD 11" 112400 ba; ewaafltat 

Sep 

Dec 

230* 

243/8 

237/2 

244/2 

252/0 

zoaa 

238/4 

243ft] 

2SC/6 


Close 

Previous 

High/Low 


Uv 

251/ft 

258/4 

259/4 

251/0 

240/2 

252/4 

2S7/2 

2508 

25 VO 
244ft] 

Oct 

Mar 

May 

9.17 

043 

940 

936 

944 

943 

934 

942 

082 

9.13 

940 

947 

Jut 

Sep 

Dec 

2SB/0 

25074 

242/4 

256/2 

258/2 

248/8 

242/4 

Oct 

0 JOT 

11.74 

949 

945 

WHEAT 5400 bu n*c centsAHto-buahiff 


COTTON 50400 lbs; centa/lba 




Previous 

HUl/Low 



Ctoea 

Ftevtous 

H01/LCM 


Dec 

313/0 

310/2 

aim 

300/4 

304/4 

S10W 

316/0 

310ft) 

317ft) 

30Sfl) 

312/4 

Oct 

Dec 

Ml 

May 

6749 

60.17 

69.70 

9045 

5540 
5054 
5010 
5837 
5947 
5998 " 

57.48 

684« 

6936. 

8040 

59.70 

56.70 
5015 
5080 

May 

Jut 

Sep 

Deo 

31274 

301/2 

306/2 

312/0 

313ft) 

302ft! 

0 

0 

318/0 

310/4 

2904 

0 

0 



S9L6B 

59-66 

UVfc CAfllE 40400 be cantaritn 

- 

Dee 

9040 

5945 

8040 

8940 



Ctoae 

ftmtoui 


- 

ORANGE JUICE 15400 *Mt QanBAs 


“ . Oct 
Deo 

70760 

74475 

74325 

75475 

74325 

75475 

78300 

78450 

73425 

72300 

7X300 

7X735 

74425 

7S3ZS 


Ctoee 

Previous 

FdgtVLsw 


Fed 

75300 
70400 
7332S 
72.100 
72300 - 

7S375 

70850 

73.400 

72200 

0 

sep 

Nov 

Jen 

12340 

128.10 

12745 

12030 

123.75 

12836 

12340 

12830 

12740 

12035 

12010 

.12040 
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LONDON STOCK EXCHANGE 


Footsie at peak as US buyers return 


Actuaries Share indices 


THE UK SERIES 


By Terry Byland, 

UK Stock Market Editor 


LONDON stocks were quick to 
follow the lead from across the 
Atlantic yesterday and. encour- 
aged also by optimism in Ger- 
many aHpar| of this mor ning 's 
meeting at the Bundesbank, 
the FT-SE 100 Index rose 
nearly 30 points to a new clos- 
ing peak of 3,079.2. 

US buyers appeared again in 
strength towards the London 
close, when Wall Street was 
extending its move into record 
territory and the US dollar was 
moving higher. They picked up 
shares in the leading oil and 
pharmaceutical companies, as 
well as, more selectively, 
across the broader range of the 
London market. 

Impressed by predictions 
from leading banking econo- 
mists in Germany that the 
Bundesbank will cut its key 
discount rate today, UK ana- 
lysts sounded more confident 
on the timing of rate cuts in 
Europe. The mood in London 
was summed up by one leading 
strategist who commented yes- 
terday: “If they (the Bundes- 
bank) do not act today, they 
will sooner or later, so the 
timing is not so compellingty 
Significant- 

Dealers stressed that the 
chief impetus behind the 
renewed advance in equities 
had been the reappearance of 
the US buyers who helped 
drive the Footsie above the 


3,000 mark two weeks ago. 
Heavy sales of mutual funds in 
the US, with particular success 
for funds aimed at investment 
in the UK and other European 
stock markets, have underpin- 
ned confidence that US inves- 
tors are returning to equity 
investment in strength. 

The FT-SE Mid 250 Index 
also rose to a new peak yester- 
day. gaining 21.4 to 3.495.6. The 
strong rise in the UK stock 


market's two most widely 
quoted measuring rods was 
also underlined by high trad- 
ing volume in equities, with 
non-Footsie stocks waking up 
around 58 per cent of the day’s 
Seaq total of 731.8m shares. On 
Tuesday. Seaq volume of 
539.4m shares represented 
£l.25bn in retail, or customer, 
business, a return to the aver- 
age daily totals established 
over the past twelve months. 


Equities opened higher on 
the back of Wall Street's move 
overnight to an all-time peak 
and found additional encour- 
agement from increased activ- 
ity in the derivatives market 
At the day’s best, the Footsie 
reached 3,081.8. within 8 points 
of the lntra day peak reached 
on Aug 19. Marketmakers 
again found themselves very 
short of stock because fund 
managers instantly cancelled 


TRADING VOLUME IN MAJOR STOCKS 
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Oil issues 

extend 

recovery 


moved up 11 to 671’/*p on 4.1m 
shares traded. 


FT-A All-Share index 


Deal welcomed 


AN OIL sector that has 
doggedly underperformed the 
market in the past month built 
convincingly on Tuesday's bet- 
ter performance as Wall Street 
continued to move to record 
levels. 

Sizeable US buying over- 
night filtered through into 
London at the outset of trading 
yesterday, driving share prices 
sharply higher as marketmak- 
ers. already keenly aware of a 
growing stock shortage in Lon- 
don, began to chase stock 
prices higher in an attempt to 
cut their trading positions. 

This onJy exacerbated a situ- 
ation which increasingly diffi- 
cult in the afternoon session 
when one of the US investment 
banks was seen aggressively 
bidding for stock in the oil 
majors. 

Talk of events in Nigeria a 
possibly driving oil prices 
higher were ignored by London 
oil sector specialists who said 
the upsurge in share prices 
was down to three reasons; a 
stock shortage; the strength of 
the dollar: and Wail Street's 
latest move to record levels. 
There was no real boost to 
share prices from oil prices 
which were barely changed on 
the day. 

BP surged higher in the 
wake of the aggressive US buy- 
ing, closing 12ft higher at 
3I7ftp with turnover expand- 
ing to a good 9.9m shares. Shell 


The market was cheered by 
confirmation that building 
products and printing company 
MB-Caradon is to acquire 
RTZ’s building and electrical 
subsidiary Pillar, in a much 
heralded ESQQm deaL 

As widely predicted, the 
acquisition is to be partly 
funded by a one-for-four righto 
issue at 260p. to raise £334m, 
with the rest of the payment 
coming from Caradon’s exist- 
ing cash pile. 

Market watchers have been 
waiting to see how the pro- 
ceeds of last April's sell of Car- 
adon's 25.3 per cent stake in 
CarnaudMetalbox would be 
used, with many urging the 
company to buy a lot of sales 
cheaply. Researchers of the 
sector said the deal meets that 
requirement and the shares 
jumped 32 to 3«p. at the day’s 
peak in hectic trading before 
surrendering some of the ear- 
lier gains in profit-taking. They 
finished a net 24 ahead at 336p. 
with volume reaching 6.8m, 
more than double the daily 
average. 

Having released bumper 
interim figures at the same 
time, analysts tinkered with 
fall year estimates for 1993 but 
moved to sharply upgrade 1994 
profit forecasts substantially. 
Mr Howard Seymour at BZW 
raised his forecast by £70m to 
210m, and predicted earnings 
per share would rise from a 
previous estimate of 16.7p to 
20.4p. 

Shares in international min- 
ing and metals group RTZ 
jumped 10 to 712p, in trade of 
3m shares. 


1,540 

1,500 — /• 

1,480 J-- 

1,400 J- - ■ 

1.420- —/• 


Equity Shares Traded 


Turnover by vokane {ntfSonJ 
ExdUtfcifl: irma-maitat 
bustnasa and «om unomr 



■ii'lv jl-i w j! • .i ll I y'l'U! 

1 1 "I 1 i'l l' ■'! H jltl! 

/ ll : ! '' l l 1 l, v |i' : |1 !l 1 ! 1,1 ill i 

i" 1 '.. 1 , 1 i ||: ,' il: in i 1 1 1 


201 

Souce- Qxnstatacn 


NEW HIGHS AND 
LOWS FOR 1993 
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Drugs active 

Hie rehabilitation of the UK 
drugs sector, which began in 
earnest a couple of weeks ago 
when a burst of US buying 
triggered a general re-rating of 
the sector, continued yesterday 
and was again driven by US 
funds. 

London marketmakers were 
said to have been caught short 
of the front line stocks such as 
Glaxo, Wellcome and Zeneca, 
all of which performed 
strongly. Zeneca, first traded 
around 592p in May this year, 
following its demerger from 
ICI, jumped 15 to a record 712p 
on 2.4m traded. Glaxo pat on 
5ft to 583p and Wellcome 12 to 
756p. 

The BZW profits upgrade 
continued to bolster ICI which 
moved up 6 to 696p. 

Hickson International was a 
rare weak spot In the chemi- 
cals area, the shares losing 13 
to 17lp after the 17 per cent 
profits fall and a disappointing 
accompanying statement. 

US activity provided the 
lion’s share of turnover in 
Vodafone where a block of 
7.5m shares traded at 561p, 
simultaneously with a block of 
750.000 ADRs traded at $84^9. 

The two classes of BT made 
modest progress after the 
£500m eurosterling bond. BT 
“old’’ edged up 2ft to 42Sp and 
the partly paid 3 to 183p- 

There was no let up in the 


demand for Barclays Bank 
which has followed the 
appointment of Mr Martin Tay- 
lor as the bank’s new chief 
executive as from next Janu- 
ary. Turnover in Barclays 
topped 8m shares with the 
stock price surging ahead to 
close a further 10 up at a 
record 515p. Lloyds Bank also 
attracted sustained institu- 
tional support, ending a busy 
session 9 to the good at 548p. 
NatWest added 5 at 495p and 
Standard Chartered 13 at S38p. 

The composite insurance sec- 
tor was much calmer with 
Guardian Royal 4 firmer at 
214p ahead of Interim results 
expected this morning. 
Lowndes Lambert was the pick 
of the insurance brokers, mov- 
ing up 12 to 443p on talk of a 
broker buy note. 

A broker buy recommenda- 
tion was said to have lifted 
National Power 8ft to 365ftp. 
PowerGen added 9ft to 392ftp. 

The exploration and produc- 
tion sub-sector made further 
strong progress led up by 
Enterprise Oil which climbed 
12 more to 448p, on above-aver- 
age turnover of 3m shares, 
with the Klein wort and Leh- 
man buy recommendations 
issued earlier this week fol- 
lowed by a switch from Lasmo 
recommendation from another 
of the Leading UK brokers. 

Nevertheless, Lasmo contin- 
ued to push ahead, the shares 
touching 146p before settling a 


further 3 higher at 145p. Turn- 
over came out at 5.6m, main- 
taining the heavy activity seen 
in the stock over the past few 
weeks* 

Hardy Oil added 6ft to a 1993 
high of 164p following recent 
broker buy recommendations. 
Calor, another broker favourite 
this week, put on 5 more to 
265p. 

A broker's visit to Asda 
boosted turnover to 20m and 
the shares firmed 1 ?* to 66‘/*p. 

Turnover in Tate & Lyle 
jumped to 10m after two 
agency crosses. The shares 
eased a penny to 393p- Dalgety 
jumped 20 to 518p. on talk of a 
strong recommendation from 
Strauss Turnbull. 

The strong trend in both the 
UK and French stock markets 
gave a push to the recovery of 
Euro Disney and the shares 
gained another 20 to 665 p. 
Channel tunnel operator Euro- 
tunnel was also helped by the 
same sentiment, the shares fin- 
ishing 13 up at 466p. 

A buy recommendation from 
its broker Credit Lyonnais 
Laing ahead of results next 
Tuesday, saw Bell winch close 6 
ahead at 40p. 

Shares In high street retailer 
W.H.Smith surged forward 
after the company reported 
final year figures at the top 
end of expectations and also 
raised the dividend payment 
The “A" shares jumped 16 to 
471p. as 4.im shares were 
traded. Mr Tony Shiret at BZW 
was among brokers who 
upgraded current year esti- 
mates. raising his forecast by 
£5 to £122m_ 

WH Smith’s good showing 
helped sentiment in Boots, and 
the shares put on 6 to 486p. 
Profit-taking was blamed for 
the decline in Kingfisher 
where the shares gave up 9 to 
669p. 

Reports of “seli" advice from 
UBS left shares in Ladbroke 
trailing 3 to 203p. Rentokil 
Group were in demand ahead 
of today’s interim figures. 

The shares firmed 4 to 21Gp. 
A positive recommendation 
from Kleinwort was said to 
have continued boosting Inch- 
cape, tbe shares moving 13 
ahead to 567p. 

The “light” end of the build- 
ing materials sector provided a 
firm feature in Wolseley which 
jumped 10 more to 654p. still 
boosted by a series of recent 
buy recommendations from 
building analysts, notably from 
Carr KitcaL 
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any selling orders previously 
placed with stockbrokers. 

"You dare not sell anything 
on a day KV*> this because it 
will cost you dear to try and 
buy it back an hour later," said 
one dealer. Pressures were par- 
ticularly harsh in the oil share 
sector which bore the full 
weight of US buying and dollar 
pressures. 

Equity market market confi- 
dence brushed aside the wide- 
ly-expected rights Issue from 
MB-Caradon, which came in at 
£334m, and also a £50Qm Bnros- 
terling bond from BT. 

Dealers ascribed the renewed 
advance in the market to a 
continuation of the same bull- 
ish arguments which have 
driven UK Stocks sinm 
the beginning of the month; a 
perception of low inflation. Call- 
ing interest rates and a recov- 
ery, albeit slow, in the domes- 
tic economy. 

On this basis, London will 
pay close attention to Wall 
Street's performance overnight , 
as well as to the outcome of i 
today’s meeting of the Bundes- 
bank policy council. i 


FT-SE fOO 
3079.2 +29.9 


FT-SE HD 250 
349&S +21.4 


FT-A ALL-SHARE 
1 S 27-58 + 13.14 


Boy's 

Aag 29 dreogt * 


FT-SE 100 
FT-SE tad 298 

FT-5E tad 290 n tor Data • 

fT-SE+aSQ 

FT-SE — —Ca p 

FT-SE SreaBCap as tar Itaris 

FT-A ALL-SHARE 


Accou n t Dadng Dates 


Aug IS 
Option Own 

s **>2 


1 CAHTJU. &OOOSC214) 

2 Wfflng Matertahgft 

3 Cowacttag, ConsBwawpsJ 

4 B8GMcaia(l!t 

5 BadtoofS) 

6 BOnaartngAtosecap) 

7 B6kMWfiR«l|«| 

8 Ufltas S UBtrf FcralngpQ 

8 tM(an(20| 

IQ OMr tadusaMatiq 
2 t cnwuwn emm 

22 Brawn and (MIBaapS} 

23 Food HstacUW 

26 Food Mtangpn 

27 HHta ft HaaaaMdPQ 

29 Hokta ad Lotaratiq 

30 MdHaCQ 

31 Pacta^ng and PapafM} 

34 StarespS} 

as Todieseq 

40 OIHH7 BBMJFSfMl) 

41 Btafewn SotK3(27) 

42 0*66*811(29 

43 Cangtoasntnpli 

44 TWapartn^ 

45 BecMSMIQ 

46 xmtm KgtnrtaftQ 

47 Mk*t19 

46 ta retaawniCfl 

48 HMBTOM. GBOUPOnq 
51 01 ft BaaflS 

69 *SD0* SHARE BOBQEOQ 
61 HNWCW. GROWTO 





Tear 

tag 3* 

ft* 28 

jtm 28 

ta 

3D695 

30420 

30575 

22350 

34745 

34675 

3482.4 

21940 

34861 

34765 

34830 

22075 

16288 

19245 

15324 

11045 

178178 

179957 

1760.71 

- 

175756 

1763 16 

176154 

- 

<614.44 

151050 

151601 

108754 

108458 

108176 

108&52 

66724 

116853 

118304 

116623 

68659 

1036.16 

103154 

1Q415S 

547.70 

302853 

300404 

303324 

2047.11 

wren jt 

2937.18 

2931.10 

187S5I 

450-14 

44555 

453 84 

23252 

B268& 

BW«II 

83600 

41631 

48273 

45675 

45721 

25951 

45637 

45634 

48253 

28675 

225151 

224618 

22053 

180952 

172624 

172952 

173758 

144637 

203754 

2021.11 

718036 

1837.13 

187954 

137729 

138207 

10S21B 

306151 

309121 

312634 

269639 

349074 

350338 

351458 

36*853 

142351 

142458 

143850 

95850 

211127 

211601 

2121 53 

138053 

an 28 

iwaan 

89614 

08850 

125358 

18673 

126851 

91654 

8Z75G 

82631 

82758 

55453 

169682 

158751 

160618 

117458 

168774 

168222 

188646 

1193.49 

160552 

1587.14 

157159 

124673 

1546.19 

1S3632 

154820 

109697 


yws % yew * 


WE Mtai «■ 

mm" 1 " 

22.14 6657 111X70 

2257 63.78 125184 

21.10 0583 12SZ52 

22.13 32.15 11«5B 

2980 133JS7 
33.18 3a»4 :3»w 

2ZTZ 31.43 11® B3 


2157 126420 
21.58 136756 
1459 W40JH 
7430 12<4 8S 

6797 129385 
6.61 15P56 

1241 126743 

845 M67.62 
10.4? 12641ft 

5159 116640 
30.67 101154 

4ZI2 1009153 


2L07 107168 

5255 958.48 


4753 83950 

4531 1155.73 


2852 118223 
1551 119268 


*06 82755 82B31 

*08 160082 159751 

+U 188774 168222 

*03 1SB552 1587.14 

+U 1548.10 153822 
408 317225 316053 
+15 189421 189854 

*0.7 187552 137520 

-Ol 3B5Q5B 385752 
+05 2487.17 247S56 

+08 153878 153757 
♦AC JB»m> 2SB3.43 
+05 163553 163150 

+05 112951 112551 


1829 110077 
1555 113553 


3857 115283 
3156 113921 


4359 113550 
3528 1181 JD 


317225 316053 317282 21332B 
189451 189854 190479 135688 

187552 187520 189157 135853 

385088 385752 3654.46 2963JB 
2487.17 247556 2696.06 1863.71 

153828 153757 1545.18 116975 
2S2259 2SB3.43 268551 1785.40 

163S53 163150 163854 122RB6 

112961 112551 -113258 637.8Z 


5831 118019 
61.43 127158 


3458 71405 
106.71 118151 


7880 104498 
31.30 110552 


53.10 12E047 
3328 111751 


2755 134015 


Mr Lawrence Ambolt at Carr 
said "in a highly rated sector, 
Wolseley represents good value 
- particularly when compared 
with other distributors, none of 
which have Wolseley’s track 
record, nor, we would argue, 
its prospects or management 
strength." 

PiBrington came in for sus- 
tained buying interest, the 
ordinary shares moving up 4 to 
ISSp and the warranto 2ft to 
56ftp. 

Among housebuilders. Bar- 
rett jumped 5 to 161p. Wilson 
Bowden 11 to 439p, Wilson 
Connolly 8 to 192p. and Alfred 
McAlpine, scheduled to report 
interims today, 8 better at 
2l5p. 
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MARKET REPORTERS: 

Steve Thompson, 

Joel Klhazo. 
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CROSSWORD 

No.8,238 Set by ADAMANT 


ACROSS 

1 Royal Exchange’s hint of 
recovery (6) 

4 Second publisher is fast 
mover (8) 

10 Give authorisation to hold 
the gold back or the person 
who underwrites it (9) 

11 Search for two pint con- 
tainer of dubious use (5) 

12 Leaders of society and 
industry like to go with the 
prevailing wind (4) 

13 Bonus snares distributed 
from ICTs purses (5J5) 

15 Royal Navy reads about the 
commissions (7) 

16 It used to have value in an 
African republic (S) 


DOWN 

1 Record a certain range of 
voice (6) 

2 Used to make a yam about 
raids of the men of the 
Armada (9) 

3 Poisonous tree from state in 
America (4) 

5 Leaving the headline (7) 

6 One of 2 as question master 
( 10 ) 

7 Very French square lock (6) 

8 Putrid rubbish can make 


profit up (6) 

9 Pillory the merchandise (6) 
14 Showing curiosity, but 
resented it awfully ( 10 ) 

17 Annex former partner’s 
feeling of strain (9) 


19 Declare return on tax 18 It’s strange to look at 


exempt scheme is about 
right (6) 


what’s not even a proper 
view (3^5) 


21 That fool. Edward, made 20 The small bell the botcher 


the blood curdle (6) 


left inside (7) 


23 Capital paper, the Indepen- 21 Another scare over Rn gHah 


Loratta report and latest Stare Index 

Ta). 0891 123001. Cals tfWOBd a 36pftninute tfnp rate. 48p at 41 offer tones. 


EQUITY FUTURES AND OPTIONS TRADING 


BUSINESS in the UK deriv- 
atives area increased smartly 
yesterday as markets respon- 
ded to predictions from Ger- 
man economists of a cut in the 
Bundesbank’s discount rate 
today, writes Terry Byland. 

The September future con- 
tract on the FT-SE 100 re-es- 
tablished a good premium of 
around 10 points against cash, 

trading at 3,097 at best At the 


close the contract stood at 
3.080, a premium of 9 against 
cash and about 3 above esti- 
mated fair value - the quota- 
tion on the contract which 
allows for carrying costs and 
dividend payments on the 
nnderlylng stocks. However, 
interest cooled off after the 
Bundesbank said It planned no 
press conference for today. 

More significantly, volume 


increased to 10,488 lots In the 
September contract, compared 
with under 6.000 on Tuesday 
and below 7.000 on Monday. 

The picture was the same in 
traded options, where volume 
jumped to 37,622 contracts 
from Tuesday s 22,382. Both 
the FT-SE 100 option (8,442) 
and tbe Ear a FT-SE option 
(24)19) saw increased interest 

Among individual stock 


options, oils were active, with 
Lasmo (2,390) still very bosy 
as tiie underlying stock con- 
tinued to trade heavily on 
hints of a shake-up in the 
industry. But the most active 
spot was taken by Amstrad, 
toe consumer electronics com- 
pany, with 2,510 contracts 
dealt. Glaxo, the snfaject of 
US interest again, bad 1,842 
lots traded. 


dent, formerly provided 
financial Hating (5,5) 

25 Responsibility is nothing to 
students (41 

27 It takes river, such as the 
Tyne, to be chemically inac- 
tive (5) 

28 Disparaging the type of cod 
found round German city 
19) 

29 The normal procedure Is to 
put up with a retired doctor 
( 8 ) 

34) Shell’s growth has price/ 
earnings ratio over tuna (6) 


batting line-up (6) 

22 Makes unexpected discov- 
ery that is within sixth 
sense’s parameters (6} 

24 The district will include 
new sportsground (5) 

26 He’s an about bring present 
(4) 
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Solution 8^86 


Solution 84537 


JOTTER PAD 


As the result of a produc- 
tion error the Crossword 
was omitted from some 
copies of yesterday’s paper. 
We apologise for the error. 
Tbe solution to Puzzle 8,236 
is printed here. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 



FINANCIAL TIMES THURSDAY AU GUST 26 I9g 


FOREIGN EXCHANGES 

DM weaker on inflation news 


FINANCIAL FUTURES AND OPTIONS 


LHE LONG GILT RJTUHES QPIHHB 
£50,000 UM qf 100% 


UFFE BUD SWISS HUNG OPTIONS 
SR ire pakfe of MM 


LfffE HUSO Rmltts OPTOIS 
DHZRM0O palntt of nm 


THE D-MARK '.vi'jkened 
against most European curren- 
cies and the US dollar yester- 
day after data from several 
German states suggested that 
the country's August luflatUm 
figure would he flat, ter ties 
James Blitz. 

Coming the day beture the 
Bundesbank council meeting, 
the better than -expected infla- 
tion data were oound to 
depress the D-Mark. Ercpecta 
tions were already high tor a '•< 
of a percentage point cut in the 
discount rate, currently jt 8.75 
per cent. Yesterday, some ana 
lysts were talking of a : : per- 
centage point cut. with infla- 
tion looking as though it would 
fall on an annualised basis in 
August from 4.3 per cent to 4.1 
per cent. 

The major winners from the 
inflation news were die French 
franc and tne Danish Kv.'iie. 
with a dealer at or.e of the 
leading London counterparties 
saying he hnd seen very strong 
selling of the "Mark Paris" 
cross rate. Tne French cur- 
rency closed at FFn> 472 from a 
previous cluse of FFra.-tei. The 
Danish krone closed at uiound 
DKr4.0S5 having been at 
DKr4.11 at the start of the day. 

The dollar also gained nearly 
a pfennig against the D-Mark 
in the wake ut :ue litermau 
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inflation news, closing at 
D.M1.SSS0. This was despite a 
sharper-tban-expected drop in 
July's Durable Goods Orders 
by 3.8 per cent, the fourth 
monthly decline ui the past 
five months. 

Sterling fell back l' : pfen- 
nigs against the D-Mark, amid 
.signs that investors were sell- 
ing UK government bonds. The 
currency closed at DM2.5025. 
Rumours that the Danish 
authorities were selling ster- 
ling to buy Danish krone also 
helped to depress the British 
currency. 

The most surprising move 
among European currencies 
yesterday was in the Belgian 
franc which dropped sharply 
yesterday ag ains t the D-Mark, 
flora BFrUL.02 to around 
BFr21.16. It later closed at 
BFeSI.12. 

The main trigger Tor the 
move was a report that 14 
Flemish economists had said 
that continuing to tie the Bel- 
gian franc to the D-Mark would 


damage industry and employ- 
ment prospects was no lon- 
ger an acceptable option. 

The Belgian central bank 
leapt to the currency's defence, 
saying that policy would be 
unchanged. But Mr Mark Aus- 
tin. treasury economist at Mid- 
land Global Markets, said it 
was striking that the Belgian 
currency had suffered so badly 
on a day when most of Europe 
had performed well against the 
D-Mark. 

The yen continued to 
weaken against the dollar, a 
process helped by .extremely 
heavy intervention from the 
Bank of Japan at the Y104.00 
level. Some dealers said they 
had not been expecting inter- 
vention until the currency got 
to Y103.00. In London, the dol- 
lar closed at YUMjBO from a 
previous Y1 03.70. There was a 
growing feeling among dealers 
that the currency might not 
break through the Y10CI level 
for some time, if at alL 
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Previous day's won mt 180114 (183392) 
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15902 0.5957 *1.5895 0.5944 
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EMS EUROPEAN CURRENCY UNIT RATES 
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MONEY MARKETS 
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Ck*sp Hlgli Low Prev. 
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Adam & Company 6 

Alfiefl Trust Bark 6 

AB Bank 6 

•HovyAnsbatteer 6 

B & C Merehant Bank _ 13 

BartiofBaroda 6 

Banco Ba«ao vtnaya_. 6 

Bank of Cypna 6 

Bank a 1 1nland - 6 

Bankoflnaia 6 

sanktfScotend —6 

Barclays Bank S 

em Bk ol IM East 6 
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Dreican Lawta ... 6 
Equatcm Bark pfc _..8 
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Gbubaik 6 
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HwttaOa S Gen Imr BA 8 
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TS8 6 
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YarhshknBank _6 

• Members of British 
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S 001 Until. 3-ratii frmffi 12-oitti 

1 1825 1 4791 1.4725 1.4653 1.4536 


New hopes oh rates 


FT LONDON INTERBANK FIXING 


(11.03 im. 25! 3 ircnlfei iJS dotarc. 

ted j ufler 3^ 


6 momiB US Danars 
bid 3A | offer 


EXPECTATIONS that the 
BundesbaJik would l-uc ii* rlis- 
count rate at todays c.vuucii 
meeting sirengtheneu 
day after the iat«?si Ge r:zz~ 
inflation data '»* ciO iijiVir iiiix 
the market had expected. 
unites James Blitz. 

The market appear.*, to 
expect that the discount rate 
will be cut b> 1 ^ a perccv.tA^ 
point today, iruUi tL ; .7'2r~ vru 
level of ti.7o per cei.i ri./.r 
there were fewer eApcoian: :.- 
that the central ba^k v.ouiti 
call for u cut tn tiie r.:te 
next weeks aioue;. ,uo.k-f t;r.- 
der, preifc.rjii^ t. _ ?; 

around UdO per cer.l ir? \A if." 
funds. 

UK dealing bank base Ibiidiijj ,"aie 
6 per cent 

from Januani 26. idaui 

Expectations oi .i rui ;r. the 
discount rate tluor v.ore 
strengthened by inflation 
figures for must oi tiie Ge.'.v.Ar. 
states vvhicn jii;i:fi-:ii uic.v 
annual iseu iiui/iii. r. 'ae ?' 
4.1 per cLaH ir. rt'-T-.v-i, ic~~ 
from 4.3 pe« ic:.i I'. Li". 

Thu* news uc-ipeu tr '.IT' 
sentiment m me Germrs 
and future.-? u.-.-k-L-. Thf 
Bundesbank r-iii pr'-b 7 !?!" 
heed the tact ciiai •> ■•■•ar.: 7>"".dc 
also raihta -ya w.; n 
closing up utxrut 4n ticks. 

It was striking that luu per 
cent of bids For fimds vyoc- 
accepted by the tJuradeSb.^ik u; 


its weekly tender yesterday, 
but that only DM90.3bn were 
adnerl. This was some DMIObn 
bciow expectations. Mr Adrian 
J&inss. an economist at 
isatWcst Markets, said this 
suggested that banks were 
holding back on bids, 
expecting easier borrowing 
conditions through a cheaper 
discount window. 

The low levei of bids left 
dealers scrambling for funds at 
one- stage, and call money was 
as high as 7.0 per cent. 

Sure mark futures were up 
ci :he inf la lien news. 

i"Cu rji “npectcrioiis ot iewer 
.T.235. The December contract 
ire? up 7 basis points ai 94.10. 

Better sentiment in Geixuany 
fed through to the French 
sector, where Pibor contracts 
r.-sre also higher. September 
cicjed up 3 basis points at 05.20 
ami December was up 0 at 
$4.33. French policy continues 
to give the impression that 
rasas will only be cut if the 
erjr.desbonk eases first. 

Si^Tiiuj markets were 
rjoftiy uniuTectad by the news 
ir. F.urcp«- although the 
dept: moor short sterling 
27r l rr.:i .tosed _ap 2 basis 
oi ik.i;, iiiree month 
- . ?Vj i’/.g 7.7.s h .vas again 
jnciimged ac 5 » per cent an 
the bid side, there was a daily 
shortage of £ti00m in the 
discount market which was 
sv.'iiuy despatched. 


Th? fixing roles are Die artBvrtettc mearrj rounded lo Die nearest onc-avtcenth. ol Dio ted and 
offered rains tor srixn quoted » Dio market by five ictorence banks at 11.00 run. eack working 
day. The bonks arc rialwral Westminster Sarte, Sank of Tokyo. Deutsche Bank. Banque National 
do Paris and Morgan Cuaranlv Trust 
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USS3.200.000 


NOTICE OF REDEMPTION TO THE NOTEHOLDERS OF 

GONZALB.V. 

(the “ Company") 

U.SJ81 0.000.000 Sooured Strep Down Coupon 

Exchangeable Notea Due 1993 (tha ‘’Notes'') 

NOTICE IS HEREBY GIVEN pursuant ta Condition 16 of the Terms end 
Conditions (the "Conditions') of the Notes that the Company has 
determined in accordance with Condition 9<a)(ii) lo redeem on 
September 30. 1993 (the 'Redemption Oats') all outstanding Notes at 
100 per cent ol their principal amount by delivery of Nireco Shares in ; 
accordance with Condition B. Expressions defined in the Conditions i 
shall bear the same meanings herein. 

Set out below >9 the information relevant to Conditions 6 and 9<aMK|: 
Exchange Price as at August 23, 1993: Yen 42244.00 

Rale of Exchange applicable upon 

conversion: Yen 127.32 1 USS1 

Number of Nireco Shares lo be delivered 

(or each Note: 3000 

Aggregate principal amount of the Notes 
outstanding as at August 23, 1993: USS3.200.000 

Redemption of the outstanding Notes and delivery of the Nireco 
Shares wilt be made at either of the offices of the Paying and 
Ewhange Agents specified below, on and alter the Redemption Dale. 
Noteholders must complete, sign end deposit at the specified offices 
of the Paying and Exchange Agents the 'Redemption Exchange 
Notice* available ar such offices. Thereafter the delivery of the Nireco 
Shares wifi be made by the Custodian in accordance with the 
Conditions. 

Interest payable on the Notes on September 30, 1993 wit! be paid in 
the normal manner. 

GONZAL B.V. 

By: Citibank, NJL. London Branch 
(as Principal Paying and Exchange Agent) 

Paying and Exchange Agents: 

Citibank, N.A. Citibank (Luxembourg) S.A. 

538 Strand 16 Avenue Marie- Therase 

London WC2R 1HB Luxembourg 


Dated: August 26. 1993 r»|TIJj4 jli/a 

ay Citibank N A.. London W * 'O/t/TW 
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IS THIS YOUR OWN COPY 
OF THE FINANCIAL TIMES? 

Or do you rely on seeing someone else’s? Every day the FT reports on the topics 
that matter 10 people doing business every day. in and from Europe. 

We cover the latest European. U.S. and international news, and analyse the impli- 
cations from a European perspective. In fact you'll find far more than finance in the FT. 

No surprise then, ihai the Financial Times is read by over four times as many 
senior European businessmen and women as any other international newspaper* 

Make sure you’re one of them by getting your own copy of the newspaper 
delivered daily to your office. '5«i« errs i«i 
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FINANCIAL TIMES , 


FAR MORE THAN FINANCE. 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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Mac ih 060112 4 17% 17 16% 


1 90 5% 5% 5% -% HataiCE IX 14 41 35% 34% 35*2 +1 SK.^stm 


SharedUed 084 16 1011 21 X% X% 


FWiTteri 096 17 718 53 52% 53 Upgma Pwr X 352 38% 37% X 

FHTyOIT 33 427 6 d5% 5% +% Iteflna Brp 072 11 356 17% 17% 17% 

090 12 230 17% 17 17% +% UdBox X 436 14 13% 13% -% 

15 797 13% 13% 13% +% M*Wawc 1.M B 283u31% X% 31% 

19* 11 10M 33% 327. 33 +L. MwamCp \5l35Sl5%dU% 15 


Rtenat 15 797 13% 13% 13% «■% M*Wmwc 

FetMtnma 19* 11 1W* 33% 327 a 33 +% M*»mCp 
FWAm 060 16 688u34% X% 34% ,% 


ShoreMod 
StoxocP 
Siam On 
SteraTK 


IX 371 10*2 *° 10*4 +% 

10 137 9 8% 8*2 -% 

14 889 16% 15% 16*4 -% 
9 688 15*’ 14% 15% +% 
6 2 4% 3% 37 £ 


» 008 ,6H S 24 23*4 23% +% FafflcOWflxlX 11 110 49 48* 4 49 +J4 


Bk&vnLBx 060 11 122u44% 41% 44% 


182380 8% 7% 7% -% SigmaDw 
11 S 37% 37 37% +% ^ tart S® 


Sigma Ah OX 24 519 GO 49 49* z +*2 
SigmaDes 0 3421 4% 4 47 a +% 


FstCaBk 055 16 406 019 19% 19% 


BaiartIM 004 22 3682 15% 1«% 1*% -% FaSedyx OX 11 314 28*2 X X% 

E2i S ^ i 2 1.4411 sco 5*! 


63 37 a 3% 3% 


U44X1 4-g 4 4<J +‘2 

006 16 13 10% 9% 9% -% 

1052266 11% 11% 11% +% 


18 X 8 7% 7% +% Simpson 096 X 807 17% 17 17% 


MarahSo*A044 id ll 12% 11% 12% +% 


50 318 16% 15% 16*4 +% 


88% 70% xenw 100 49 X 2539 74% 74% 74% 

. 55*2 51% Xnu4.135 4.12 7.7 ID M 53% 53% 

% 50% 31%«raCpip 0.48 19 19 305 47% 47% <7% 


Baytanka IX 13 2091 49% 49% 49*4 +% KwOlonA 0°° *8 3082 0% 5 r s 6 

BB&T Fin 1X 11 1116 34 33% 33% -% FooHJonfl 000 X1718 6% 6 6*4 ■*% 


74% 74% +% 
53? 53% -% 
47% 47% +% 
24 24% +% 
J 1% . 


BE Asm 35 1500 15 

BeaoCbs 098 X 88 9% 


42 192 5% 51, <U, Jl a JudeMO 040 1411044 34 37% 32% -% 

0 £ % l5 ft 4 0#0 9*394 X28%25% -% 

u DJI 'A , Ii -o-nr* -Ml. -r>r. -ml. 


15 14% 14% +% ] ftmiwst 1« 15 6 34 33 34 +% | Medea Con OW 4310TO 34% 34? 34% -% ** 2% 


b™*« (Lxa +o do »‘2 » u a 4 luauu 101921 16% 15% 16% -% Medexhc. OM 12 IX 11% 11% n% —a sntpqr Asyisame u]T *•&, -ir.il i” 

Ben&Jeny 19 288 21 20*4 X% FWaBane OX 15 751 26*2 X% X% +4 2 NtaScmS 0.44 14 328 23 2 X% -*4 ^ V 


518*2 95%tMHV 2X 06 15 1233105% 104% 105 -% 28 !9%YanlffleEgy 1.16 47 15 94 24% 24 24% +% 

48 41% IMon Cmo 1J6 34 51 1702 46% 45% <6 +% *% %2 voq 16 151 1% 1 1% 

X% I6<hkncm 075 40 X3989 1B*a ll^a 18% T % 10% 5%2enanEJee I 660 7% 6% 7 •% 

18 9%UmiCaq) 16 X 12 11% n% +% 29% 19%2Wnifal 1.00 33 1810049 28% 27% 27% -% 

« <8 Unfi 150 15D 05 noo 53% 53% 53% * 6*s2d*»lnex 0X105 19 7% 7% 7% 


BerMeyVm 040 17 590 43% 42 43% +1% foster A 


«3 18 Samoa *• 
41% 20% StnM 


MK419S 31 30>2 

41% 20% Sum 113864 2fc% 25% 26% +1% 

23% 13%firtM» 034 15 121988 13% 13% 13% 

27’4 19*4 Stunt %JK 180 17 15 3G5 27% 2S% 26% +% 

555 3%Sun*Sm DJI JJ 2 3 3% 3% 3% +% 

11% 10% Sun Ok A 1.10 9* » MB 11% 1J% U% +% 

4% 3 Sen OttS 011 19 3 3» 4 3% 3% -% 

8% 7Suntanr 092115 33 187 8 . 7% 6 +% 

X% 27*4 Suromorci 028 07 «X» 38% 17% 38% +% 

44% XGunMand IX 19 131058 «% «% 41% +% 

8% 1%Sinl*MI 1.19154 64 7% 7% 7% -% 

3% ftSwMNtti 334B 2% 2% ?% -% 

4I%42%SU«M 1 12 15 12 1024 44% 43% 44 «% 

11% 9% SWMrfted 034 34 J3 Zn 10% 10 10 

44% 18% SuperHr 01? 03 X 73But5% 44% 44% +% 
r% 29% SuphTBlu 088 2 4 15 1485 37 X% 38% -% 

28% 1*% Stag Gar* U16 09 20 2453 17% 17% 17% -% 

W% 13% SMhRMv !M0 01 71 o18% 19% 19% +% 

15% nVSynttOlTK 11 445 <2% 11% 12 +% 

11% SSyraaCorp 1? S3 9% 9% «% +% 

20% iSSynoxtafo 037 20 18 111 19% 18% 19 +% 

23% 1 5% Stum Op 1JM 61 154719 17% 17 17% . 

30% 22%Sr*eoCDrP 03 09 27 1605 89% 29% 28*2 -% 

K*2 7%Sy*«mOi 6 » «% 9% 10% 


<7 80% 186450 450 08 2M0 55% B% 65% -% 

44% 35%tM*iasr 232 12 14 380 b44% 44% 44% +% 

6E% 56% tMtn PjC m Z A 182524 n67 66% ffi% +% 

2a%22%ltara> 072 2.6 1? 45 Z7% 27% 27% +% 

26% 17% UWodTwm OX OB 34 5270 U27% S% 26 -% 

1% AtadfW 0 5 i Cm A 

13% 3% (hoys Op 177252 9 6359 n if 

«% 1%thBQn> 53 222 4% 4% 4*4 .% 

45% 28%Ukttat OX 1.7 X 538u45% 44% *5% ♦% 

M% T2UtdDai«y OX 4.7 7B 388 u15 14% 15 +% 

M BOtdOofflM OX 18 3) 110 13% 12% 13% +% 

68 40UUMBKI* 003 01 X1635 58% 56% 57 -1 

«% 41Va*mn 266 58 12 39o45% 45% 45% +% 

HP* 4ttdkta ax 10 6 131 6% 6% 6% 


P ,2 ju Jlj* 26% UMIgmt 030 18 13X13031% 31 31 

5*3 i5W" u nTii"? 

Z? 2*5 1^% USA9 012 08 1 56W 16% 15% 16 
™ t*L liUmw: lag 1.1 £3 1010 18% wl* ’■** 


19%ll%0SHfi OX 1.1 68 1010 18-4 18% 18% 
ZS 19% US Homs 57 778 lC5 24 % 2«*n 

43 35%USUFEQg 120 29 12 484 42 41% 41% 

12% 8% IMSChwr OX 13 18 1178 9% °% 9% 

»*■ 22% USSagd OX U IS 4408 34% 23% 23% 

47% 37% 16 Htat £14 4.7 15 9589 46% 45% 48 


37% US HW £14 4.7 15 9589 46% 45% 48 +% 

;43%lftftKtM IX 3.1132 2382 58% ST% 5B% +% 

14% LAOnter 092 6.1 it X 15% 15 15% +% 

9% IMnde X 107 14% 14% 14% -% 

31%U*Fta« 088 27 15 390 33% 32% 32% -% 

14%UWW0i IX OB 54 83 17 16% 17 »% 


!Z, e v 


15% l2%aroCnrii 040 £B 19 190 14% 14% 14% 

40% 3q%ZumM 0 SB 27 14 721 37% 33 32% 

13% 12% ZuBifl Fund 1.12 00 171 13% 13 13 

10% 9'SzvreigTMl 096 09 499U10% 10% 10% 


Pact an «#w cp wnm 

iwrty N 9 « Mibn raOea he atned tan ias I. cstag «• tat naAg 
d*y Hw* a a* or aa* OAJmC smwtfng n s ptoMa nani kb Mat 
PH. Bit year* mpta *ge au OaanHl m tan hr ho mm rack nay. 
iMmeDmuemd, raM or CMim m md m i t w ee i fc tnzfl a* 
M MS (hruotte Snst*mnindat 
*taam tho w law rah at thach put *0 flMumL 
chuMOng tDMfend. ddcaM d-jwx tody taw e-OManl aacWd nr ptad 
ta pmeumg 12 na«B. tH**tsra) in (tan* kns. xdW B is% 
i**H**diBre W HMtaM uideRd dttr qh-vg b stack CMoro HI*- 
ana PM am iut. awaa. aemna nr no tehn an m taast Aten 
«w* I 4 M 0 M itackrad or paid ah j*r. “ KaavhBw teat km 
«&*WB h UIM* HIM tamt ta W PBS 53 uWkt. it* Meh-kh range 
tagH WB tt* Stan td WCtag. od-nutt oay Cilwy. W pmmtngi mao. 
i-tfMdM oackna vpadk pneadkv 12 rahd ptas sock dvktand. 
»®*« DWtaDdj hjflti «Bl dan a n* Itahtat MUM phi ta 
nock B praonhg 12 ruorata. asunwd ash nu on m-tMMd m 
•HOmsman dao. hh yteity N*l v-eaDng (otod iHd btdmptt « 
■Lutuuiqi or bha rangtad u*h dm MrtmoKf fa. a srnises 
nsanned by *A npa it i wNHBIUmL wt-wtui tad ww+MP w- 
hfe r«-dMam v hdgm ches-dUfluOan n-wnku am. 
y-a-CMend tad she ta M ytHW km ■ U 


BHASrp 012 19 227 14% 14 14% FnhRr 

BHAGtp 36*100 19% 1B*2 18% Fretnor 

Bllnc M 756 9% 8 2 4 8% -% Fa Eat 

B*fl B 024 161190 21% 2D*2 21% +1 fciftH 
Brufley Wr OJ38 11 286 11 10% 10% FslKaa 

Bogan 19 2553 31% 30% 31% Rdfer H 

Btomia 156124 9% d8% 8% -% 

BtockUrg IX 12 102 «J% U38 39 -% eTt 

BUCSonw 2 2384 60% 59 M% -*4 

Boatmen S x£4S 12 3X2 SI 60% B0%+Z61 

8oflEvansi0^7 17 655 18% 18 18% +% 

BatsaOiA 04706 % A % 

Boots GB 13 106 X%<C3% 24 -% 

Bartend 10M226 19 18 18% -2 6 ID An 

Boston Bk r 068 53100 32% 32 X% +{J GWSei 

BononTc 40 2830 B% 7% 8% +% Ganto 

BradyWA 060 27 16 *% 35 35*2 +% Gamall 

Brand Com 150 SB 19*2 18% 19% Gate Co 

Branco OX 31 435 14% 14% 14% -% Genas 

BmnaS 022 181138 11% 11% 11% -% Genl Om 

BSBBnqmijOO 7 BOB 34% 32*4 32% -l 
BTStam 048 01319 3% Z% 3% 


46 359 4% 4% 4% ^% Matemoie 024 7 101 5% 4% 5*4 

096 13 316 X 28% 28% -% u w® f <fc 0>6 50 893 13% 13 13*2 


15 3515 20*j 19*2 20*« +% 


FnhRn 0S6 13 316 a 28% 28% 
FnmalS IX 9 28uA1% *0% 41% 


w so m *3% .1 ,3% +% * tSt^m ® 'A ^ 

MertttGg 024 8 39* 9*2 9% 9% *% ^ *! ^ “J ± 

UernmB 090 11 1M 30% 29-% a? fl -% S=S -S 


-G- 

6WAPP 11 100 6% 6 6% 

GWServ 010 X 2* 19% 18% 19% -*4 

Gartto 5 445 5% 5 5%+% 

Camel Hi 8 85 4% 4% 4% 

GaU CO 016 1 331 u5% 5% 5% +% 

Canoe* SHOT 37%d34% 35% 


Migrate 19 3592 7% 6% 8% +% jiMTH 

M«pote 10 654 7% T 7% -% SytxrzL 

«*OiWfl 2321565 76 73% 74% -1% SynunteC 

MldAOM 19 928 22% 22% 22% -% ^bT 

Mtartc IX 237272 S 24% 24% -% Synenam 

Mltsouh 22 5 u 2B*2 20% 20% Synown 

Hxta&M 050 17 112 25*4 2*% 25% Svnete 


AMEX COMPOSITE PRICES 


4 pm dose August 25 


Buflaa 32 993 19% 18% 19 

MderaT 47 33 12% 11% 11% -% 

Bumup&S 2 224 2% 2% 2% 

BinBran 46 64 9 8% 8% 

Bushes* 150 96 Z7% 27 27 -% 

Bufettfg X 5 S% 34% 24% -% 

Bfta 4 7» 4% 4*4 4% ■% 


CToc 230 374 72 25% X +% 

Cat** Mad X 181 5% 5% 5% 

CMSdwps 1.54 17 167 28% X% X% -% 
CadmusComOX 13 121 10 9% 10 


X 2 27 X% 26*2 

5114332 71% 65% 66 -5% 

15 2735 15% 1515% •% 

038 16 500 19*4 17% 16% +% 

5 105 2% 2% 2% -ft 

3X15 10% 10% 10% -% 

32 S 13% 12% ??% -% 

2630930 31% S% 30*4 +>4 

012 22X600 10% 16% 17 -4*2 


GertatCp 
Ganns he 
Stmyme 
GarnghtyM 
GerrtyOg 


bo ws 25% 24*4 X*4 +«r MoWeTd 170 99521133% 30% 30% -!% 
3 1004 u3% 3% 3,« -ft Modem Co (LX 17 162 9% d0% 8% ■% 

233082 3* 36 36*2 +*2 MadheMI*046 18 3X 21% X% 21% +% 

14 X 9*4 dB»2 0% Water A 003 836 31% 30% 31% +% 

16 5977 13% 12% 13 Uofenhc 003 3 256 35% 34% 35*2 +% 


170 99521133% 30*2 30% -1% 


14 S 0*4 dB% 0% 
16 5977 13% 12% 13 


6UaanEU 040 46 2389 72 21% 72 +ii l Maxnm 004 45 11B 6% 6% 6ft -ft 


GtadtagsL 012 18 3741 24% 72 24 +1% 
GBW1A 080 18 50 19*2018% 79 +% 
BsflBiom 10 50 5*4 4?* 5% 

Good Guy: 24 639 10% 9% 9% -% 

GocddsPmp 060 X 950 25% 24% SS +% 

BadcoSyi 31 19 1% di% 1% 

Granite 0X925 42 10% 18 18*2 +% 

Great Am 002 0 1 73 ft ft ft 


! MosumP 0* a 21 25% 24% 24% -% 

1* Codes 16 487 9*a 6% 8% -% 

UT5 Sys 048 15 11 u31 29% 3% -% 

aUlmedte 17 5546 3l%d30% 31% -*2 

Myeogen 8 298 13% (2% 13% +% 


wradgs 5 2771 2% 2% 2ft 

T-CeflSc X 367 7% 6% 6% 

TruweFr OW 21 3X7 u60% 59% 59% +% 
TBCCp 17 210 13*2 13% 13% -% 


101135 7% 7 7% .% GnwiAP 0X 34 7u23% 21% 3% -1% 


n fis i 

Dte. E 1DCB tflgh LoMCku* Chg < Stock 


50 285 10 (S% 10 


Au Eapr OX 13 110 21% 21% X% J OttFM 001 2Z7 5 

AMtalnc 2 X 1% 1* 1i5 . 1 COMBO OX 9 40 12 

Alpha bid 13 926 u5% 4% 4;| -ft CMpnnc X IB 1 

Am l«r Pa OS 9 12 33 33 33 *1 ( Cooed RiA 8 8 G 

4mM*fiBA aw 47 5*7 1<%OT4% 14% -% | QwsAIA 054272 291 13' 

AaittaHCp Ott 1 1332 4% 4*1 4% ^ ; CnhnCA 0« B 13 15 

AtlEkpl 111» 1% 1% 1% -+% 08W8CB tt« 12 XU 


Oh. E 100* Mgd (jMTCta Oug Stock 
21 480 15% 14% 14% -% StffCo 
18 *1 U6% 6% B% 

001 2Z7 5% 4JJ 5% +% 


Pf Ss 

Dt*. E 100* Mgb UwOosfl Ctag 


AdiEkpl I11» 1% 1% 1% -+% 

tanMnk *5 57 8% B 8% , 

ASH tan 080 0 163 i« Ifi 1% -A 

AUrotach 25 471 3ft 3ft 3% 

Atari 3 111S "a JH 4 -ft 

AtteiOl B 1 Its % h h , 

Audom A 11 44 11% 11% H14 


I Dopta* 

3 +>V f ™®Corji 


Coned RiA 8 8 6% 8% 6% -% 

QntesATA 054272 291 13$ 13% l^i -% 

OOMCA 0« 8 13 15$ 15% 15% -% 

CrowaCB 040 12 73 14% 13% 14 +% 

Cube 153157 X 22% 21% 72 +*4 

CUkxnxfa 11 35 2ft 2% 2ft +ft 

and! 1G 147 1ft 1% 1ft -ft 

Dnmk 27 301 a29 28% 28% +% 

OueoBnm 6 21 A 3« 4 

Dopta* OlM » X 11% 11% 11% . 

DM Carp 151279 V 26% 26% -% 


HatOro 024 17 1273 37% 38% 37 

HartfiCh 7 119 4 3% 4 +% 

ttaattW 1 212 2% 2% 2ft +ft 

Heicoft 015 a *100 10% 10% 10% 
HWoven 9 3927 .3 2S 3 +ft 

HomSHtfi 82 G53 5% 4% 4g 

HmartanA X im 14 13*2 13% +% 

EH Ct»JJ 4 8» 5% 5% 5% -*4 

koaoncp 012 21 48 10% 10% 10% -% 
hi Corns 51149 6% 6 6% +% 

HotlMSPl 36 258 15 14% 14% +% 

htennan 012 0 1S9 oft ft ft 

HTeBhg 0 380 % it % 


Stock Mr. E IDO* Ugh LtwCliBaCdag 
NontacOAG 04 5 8% 6% 6% 

NVRysi 1 111 ft % % -1% 

OdedcsA 137 5 8% 8% 8% +% 

OtStan 024 31 3744 27% 2B% 27% +1% 

PogassE O1D67T091 25% 24% X +% 

Perinl 060 2 72 10% 10% 10% -% 

pam&p i.w 11 21M x% 20*2 20% 

PM LO 023 II 275 41% 41% 41% 

PtttwayA 050 12 72 22% 22% 22% -% 

Ply Gom 0.12 19 * 12% 12% 12% 

PMC 060 16 40 13% 13% 13*4 

PTeskfcA 010 1 493 1% ifl 1% -ft 


Catena 2£5 fl 1239 12 11% 11% -% &n * <3 ’ pn 

CoIMkra 2643XiC8% 25*4 X +% Grosmans 
CaratxBu 5 5* 4% 4 4 -% GmdWr 

Candoa. i T 2% 2% 2% +% Elton 

Canon he 054175 34 67 68% 68% +% GtrNYSyg 

Canonte 1 13 3% 3 3 

Cardinal OT0 18 1035 34 33% 34 -% 

GHttonCm 057 72 X 24% 23% 23% -% 

Cascade 060 17 143 22% 21% 22% +1 


31 is i/* ai*2 t-s Toketec 

105 42 18% 18 16*2 +% Tito Sys 

0 173 ft ft ft _ 11 - TetaCommA 

34 7u23% 21% 21% -1% ™ TetaM 

7 B6S 5*4 5 5 -% WCRe 016 44 822 36*4 35*4 35*4 -% TflUato 

Z71374 3% 3 MashRiHixQT? 11 6 22% 21% 22% +% TeteonCp 

16 25T 13 12% 12% -% laPca 17 00 ^ ^4 - 1 * TabaToc 

X4849U36*4 32% 35% +4*n tatCumPUi 0.70 21 M 53 52% S3 Three Com 

61 1236 5% 5% 5*^ +% *htCHiipf OX IS 531 16% 10% 16% TJH 

^ * * hat Data 044 24 140 18 17% 17% -% Tokos Med 


TBCCp 17 210 13*2 13% 13% -% 

17 5546 3%SS£m: jl |J22f ^ s? c ^ 

8 298 13% 12^4 13% +C T#e,,Da& 20 639 29% 29% -*2 

a 134 Ir.4 134 •+% I lecurceh 060 73 TOO 39 SB 37% -1% 

Toketoc 2 177 10 9% 18 +% 

Tito Sys 147 442 7% 7% 7% 

TetaCommA 21855718 24% 23 24 +% 

TekM 31555 47g 4% 4% -% 

Tellahs. 40 4281 169*4 56% 57% -% 

Teton Cp 001 8 3S5 10*4 9% 10*4 +% 

Telia Tec 425 339 8% 8% 8% -*4 

Three Com 2XJ1W 27% 25% 26% +2% 
TJht 042 42 153 42 41% 41% -% 

Totals Med 19 582 7 6% 0% -% 


KraSun OX 16 57 10% 10 10 -% Tokyo It* 037130 11 65% 6* 65% +% 

Kanpamr 73 7 31% 30 31% +1% TomBrom 33 3012 ul6 14% 15% +1% 

NEC 0461 84 13 477 e 47% 48 -% ToppsCo 028 27 729 9% 9% 9% -% 


3&HOca»0Ja 1 67 .3 3 3 -ft u *«' usnl " - ■ 

. gaQqerMg 068 44 3 20% a% X% EntaCo 046 15 11 n% 11% 11% S2?i>, 

JHUlT A 064 54 XI 4ft 4% 4% +« 12 |g ^1% 21% 21% -% 

W 3 dxif 5X 5 A ^ «W 3 Krt76w 

»TW 1129 12 <9 EcolEnA OX 16 73 17 16% 17 +% Lsteege 

3&&U BA 0 41 10 1 2 im bfatafh 7 43 10l« 10 10 law lwi 

3*vmdr a«0ll ZCO 17$ \7*Z TZ\ IK2L 2DBM3 3 mJU SpSn 

just '"s ■sssa * ^ 

■ SR "iS'ft'SS* £“« “!5 “«!;§!§! ^ — • 

mwbr 53 X 71% 11% Ti% Estmeac ax 12 6011% 11% 11% +% Hstonsc 


312 1654 9% 8% 9% +% 

9 148 11% 10% 11 +% 

9 326 1ft 1% 1ft 

72 194 7% 7% 7% +% 

42 31 Iji 1% 1» +ft 

0 240 % % % , 


RagarAad 

RBSWCp 

RlaiMEnv 


34 2 X 76 2B 

3 50 6% 6% 0% 

52 208 5% 4% 4% 


SJWChrp £04 1 2 3 36 36 36 

StfitUmon 32 3 21 20% 21 +% 

SMB 004 13 380 8% B% 8% 

Tltad X 192 2ft 2ft 2% 

Ted Prods OX 19 31 7?a d7% 7% -% 

TdWata 034 65 812 u49 48% 48% 

Thermedcs 83 916 21% 20% 20% -% 

Thermta X 479u29% 29% 29% -% 


Muter 5 894 18% 18% 18% ■% 

CEMCp 16 2159 10 9% 9% -% 

CtrtBTTel X 1082 B 7% 7% ?°.* 0b 

Canhtatr 12611 7% 7% 7% -% T™ 0 * 

Carl Fid IX n 854 29% 29 29% Heatacra 

CreiSpr 58 8 11% n% 11% HeatWyn 

CnanJer 17 X 5 4% 4% -ft »KtB« 

Chanter 1 064 81405 33 31% 32% +% Hedthger 

Cnarmbig 009 1535833 ll%tfll% H% -% HeakinCari 


Caseys 015 161195 21% 20% X% -7% I , , Hekar 151005 23 72^^2 -% mEntBf 370 40X 11% 1111% 

Mqane 9 51 11% 1^ i^b HanBogA 17 119 7% G% 7% -*j Hawk Gen 236720 u% 13% 14% +1% Trareww g 347 I3%tn2* 2 \2% -% 

LOBHie v 31 11 4 1U 5 _ I Harievyyl 056 17 107 29*2 27% 20% +% HetwfcSys 6 X85 8% 8% 8% -% TrenWck 088 15 374 43% «% 43% +1% 


KJHWrGp OX 99 59 14% 14 14 


27 467 6% 6% 6% +% Tmare 


HBO&Oo 030 33 4W 34% 33% 34% -% Neuogena 024 21 21 £6 18 17 17% 


X 282 3*4 3 3ft 

1D6 1397 12% 12% 12% 


15 45B0 16% 15% 15% -% NewEBus 080 10 108 16% 15% 15% -% TiuswfitC 18P 12 » 44% 44 44% 


kwmar 19 n« 1% 1 % 1% FUolA 

jowne 8 33 11 69 19% 19*2 « ! -*« FbreR La 

Uscan A IW 10 50 10% 10 HJ% -% J Frequency 

• Fr f*1 nrvn 

2dEnw 7713“ ,7 ?» *7% 17% . 

^grop 0 30 % C% % -A ! G*** 


fstotieoc ax 12 6uii% 11% 11% ■♦% Msdrfic 


FUtfiLA 052 15 130 
Freest La 221758 


2dErw 17 7344 17% 17% 17 

toJprap 0 M % d% 

OX M 10 X 21 

jgn Marc 023 14 4 11% l>% 11 

JeOTOA OJh 4 585 3% 2% 3 

2|ihhhi|» < 8 5 lit 3}J 3 


3 X 5% 5% Sib 
12 1464 33 31% 31% 

OBO 10 108 33% x% 


-ft : Cinn OBO 10 IDS 33% 

-% j GhdFW 070 16 343 24% 


; GoWSeh 
-ft j taenmao 


OX 21 469 17% 1B% 17J 
17 2070 njj % J 
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AMERICA 

Airlines, cyclicals up 
as Dow peaks again 


Wall Street 


US stock markets advanced 
further into record territory 
yesterday morning amid 
futures-related buying and con- 
tinued strong demand for cycli- 
cal and airline stocks, miles 
Patrick Harverson in New 
York. 

At 1 pm. all the rmyor indi- 
ces were at new record highs. 
The Dow Jones Industrial 
Average was up 17.32 at 
3.656. 2S. The more broadly 
based Standard & Poor's 500 
was 221 higher at 461.96. while 
the Ames composite was up 
0.97 at 256.12. and the Nasdaq 
composite up 1.45 at 736.59. 
Trading volume on the NYSE 
was 175m shares by 1 pm. 

Low interest rates, the lack 
of alternative attractive invest- 
ments. and slowly-building 
confidence in the economic 
outlook have been cited as the 
main factors behind the mar- 
kets' recent record-breaking 
run. That run showed no sign 
of faltering yesterday, as heavy 
buying of stock fntures and 
sustained demand for cyclical 
and other economically-sensi- 
tive stocks continued to push 
prices to new highs. 


Investor sentiment is so 
strong, in fact, that it can 
brush off seemingly bad eco- 
nomic news, such as yester- 
day's 3.8 per cent decline in 
July durable goods orders. 
That headline number, how- 
ever, was not as bad as it 
looked, because the decline 
was entirely the result of lower 
aircraft orders: excluding the 
transportation component, 
orders actually rose last 
month. Investors were also 
cheered by good news from the 
housing market, where exist- 
ing home sales rose 5.4 per 
cent in July. 

Airline stocks were in 
demand after the securities 
house. First Boston, raised its 
rating for Delta Air Lines from 
a “hold" to a “buy”. Delta 
climbed $2‘; to SSo’i, AMR, par- 
ent of American Airlines, rose 
Si’s to $87%, USAir rose S‘i to 
$16‘a. and UAL firmed *3% to 
$150. 

Cyclicals remained firm. 
Ford rose SV« to $52'*. General 
Motors added S‘ i at and 
Chrysler added S'.i at $42?*. 
Caterpillar, which led the mar- 
ket higher on Tuesday, added 
another S'i at $82 v*. General 
Electric firmed S* « to $98;«. and 
Minnesota Mining & Manufac- 


turing put on S?i at S10S. 

Philip Morris was a notably 
poor performer, dropping $3 to 
S46V* in volume of 4m shares 
after the broking house. Smith 
Barney Shearson, lowered its 
rating on the stock from “out- 
perform" to “neutral" because 
of the company's failure to 
raise its dividend. 

Toys R Us rose $1 to $36T> in 
busy trading on press reports 
that the company plans to 
open Books R Us departments 
in its main toy stores following 
the success of a pilot scheme. 

Bell Atlantic jumped $1% to 
S60V* on the news that a fed- 
eral court had ruled that the 
company can enter the video- 
programming business. 


Canada 


TORONTO finally broke 
through Us previous record 
high in morning trading after 
nudging ever closer during the 
last few days. At midsession 
the TSE-300 composite index 
was up 7.91 at 4,120.15. with the 
financial services sub-index 
11.01 higher at 3,081.82. 

Among the most active 
stocks at midsession, Mitel 
Corp was up CVA at C$8% and 
Placer Dome up CV» at C$277*. 


EUROPE 


Paris opens new account in high spirits 


ATTENTION focused even 
more firmly on today's Bundes- 
bank meeting, writes Our Mar- 
kets Staff. 

PARIS started the new 
account in high spirits with a 
1.7 per cent rise in the CAC-40 
index, up 35.91 to 2.159.31.- 

Turnover remained solid at 
FFr3.9bn. The last trading 
account bad seen very heavy 
turnover, with a daily average 
of FFr4 .3bn. swelling to a 
record FFrll.5bn on July 31. 
the day after the crisis in the 
ERM was triggered. During the 
August account the CAC-40 
index gained 6.5 per cent 

Societe Generate was one of 
the most active stocks, assisted 
by its successful placing of 
1.8m shares in Alcatel Cable, 
which crossed the market in 
early trading at FFr600 a share. 
The placing was equivalent to 
about 4 per cent of Alcatel Ais- 
thom’s holding in the com- 
pany, now around 77 per cent 

SocGen closed up FFr17 at 
FFI642, Alcatel Als thorn rose 
FFr13 to FFr735 and Alcatel 
Cable lost FFr13 to FFr606. 

Havas, up FFr12.40 at 
FFr467.20, attracted attention 
on reports that it might raise 


its stake in Canal Plus, the 
television group, whose shares 
advanced FFr4 to FFr1,287, but 
off the day's high of FFrlJ2S4. 

Euro Disney remained in the 
news with suggestions in the 
US that a new investor might 
come forward. The theme 
park's shares gained FFT1.50 to 
FFr57.50. 

FRANKFURT firmed as 
favourable inflation data from 
two west Ger man states lifted 
the domestic bond market, and 
enhanced interest rate hopes. 
The DAX index rose 20.09 to 
1,917.78, as turnover rose from 
DM6.2bn to DM6.6bn. 

Among blue chips, MAN. the 
truckmaker and engineering 
group, rose DM10.50 to DM332 
after a two-day fall of DM950 
on poor half-year results ear- 
lier this week. Mr Nigel Lon- 
gley, an institutional adviser 
with Commerzbank, said that 
some traders were taking the 
view that all of the bad news 
was out of the way. 

Daimler gained DM9.30 to 
DM731.80 on the additional 
14,000 job cuts at Mercedes, 
analysts reworking 1994 earn- 
ings forecasts ahead of the 1993 
half-year results. 
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Meanwhile, Commerzbank 
showed a relative fall, 
unchanged at DM31550 follow- 
ing a warning by Moody’s late 
on Tuesday that it was review- 
ing the large German bank for 
a possible downgrade on its 
debt r ating. 

AMSTERDAM noted some 
positive rises in most interna- 
tionals. helped by Wall Street’s 
record close on Tuesday. The 
CBS Tendency index put on 15 
at 1295. 

The publishing sector again 
featured, with Wolters Kluwer, 
popular since its good first half 
profits on Tuesday, adding 
FI 150 to FI 10050, up some 25 
per cent this year. 

Gist Brocades, the biotech- 
nology group, built cm Tues- 


day's advance after releasing 
satisfactory first half figures, 
the shares rising FI 1.60 to 
FI 4950. Pakhoed, the storage 
and transport group which is 
due to release first half figures 
today, was quoted 30 cents 
higher at FI 44. 10. 

MADRID gained from an 
extended r ally in the bond 
market, and on interest rate 
hopes as the general I ndex . 357 
higher at 29751, registered its 
second consecutive high for 
the year. Turnover shot up 
from Pta24.7bn to Pta345bn. 

Interest rate-sensitive com- 
panies, such as banks and elec- 
tricity utilities, were among 
the main winners, Argentaria 
putting on Ptal30 to Fta6,00Q 
and Endesa Ptal70 to Ptad.350. 


ZURICH saw Foreign buying 
in blue chips as the SMT «nd« 
closed 30.0 higher at 2.5W2-4. 
Nestle benefited with a SFri« 
rise to SFrl.ll". 

In banks, SBC rose bFw to 
SFr497 ahead of next week s 
results; and a higher dollar 

tent support to pharmaceuti- 
cals. where Gba-Geiwcwtii 1 ' 
cates put on SFiS to SFr707. 

MILAN remained Fairi> 
strong with foreign activity 
noted particularly in the bank- 
ing sector, as well as in some 
other stocks which have under- 
performed the market recently 

The Comit index finished up 
L57 at 61725, although more 
t han two hours was lost due to 
a technical failure in the elec- 
tronic dealing system. 

Among the banks, Medio- 
banca was one of the day's best 
performers, putting on L553 or 
3 per cent to L17.963. 

OSLO featured a 5 per cent 
gain in shipping stocks as the 
All-share index rose 10.35 to 
368.9. HELSINKI saw an 11.4 
per cent drop in the bonk 
shares index, and profit-taking 
was blamed as the Hex index 
fell M-7, or 2.4 per cent to 
1.416J). 


Foreign investors return to Indian equities 

R C Murthy in Bombay and Stefan Wagstyl in New Delhi on the market’s recent rally 


ASIA PACIFIC 

Trading concentrates on 
telecoms as Nikkei rises 


Tokyo 

ARBITRAGE-1 inked trading 
dominated activity and share 
prices followed the futures 
market, closing higher in thin 
volume, mites Emiko Terazono 
in Tokyo. 

The Nikkei average gained 
SP.81 at 20.521.45. finishing 
above the 20.500 level for the 
first time since August 16. The 
index fluctuated between 
20.542.35 and 20.412.24 on tech- 
nical trading as most investors 
remained on the sidelines. 

Volume was 200m shares, 
against !72m on Tuesday, as 
advances led declines by 553 to 
368. with 231 issues unchanged. 
The Topis index of all first sec- 
tion stocks rose 696 to 1,649.27 
and. in London, the ISE. Nikkei 
50 index armed 1.91 to 1261.40. 

Some investors were wary 
ahead of the last trading day 
for August delivery today. 
Many market participants were 
also discouraged by the June 
diffusion index, the leading 
indicator for the economy, 
which fell below the critical 50 
per cent level for the second 
consecutive month. 

Trading concentrated on 
telecommunication-related 
issues following the successful 
auction on Tuesday for DDI. a 
new long distance telecom 
company. The public offer 
price, the weighted average of 
the successful auction bids, 
was fixed at Y3.7m. 

Short-term trading of DDI 
related issues is expected to 
heighten ahead of DDI's listing 
on the TSE's second section on 
September 3. Kyocera, DDI's 
leading shareholder, moved 
forward Y2Q to Y6.1S0. 

Dealers bought Nippon Tele- 
graph and Telephone, which 
rose Y5.000 to Y938.000, while 
Fujitsu put on Yll at Y791. 

Banks were higher on bar- 
gain hunting. The sector had 
lost ground following the yen's 
rise, which had depressed 


hopes of a cut in the official 
discount rate. Industrial Bank 
of Japan advanced Y50 to 
Y3.390 and Mitsubishi Bank 
appreciated Y50 to Y2.900. 

Housing-related shares were 
bought on reports that interest 
rates on housing loans will fall 
in October following the cuts 
in short and long-term prime 
lending rates by commercial 
banks. Mitsui Fudosan 
improved Y10 to Yl.320 and 
Daikyo Y30 to YL280. 

In Osaka, the OSE average 
ended 71.64 higher at 22,459.27 
in volume of 39.1m shares. Nin- 
tendo. the video game maker, 
advanced Y240 to YlO.IOO. 


Roundup 


WALL STREET'S overnight 
gains did relatively little for 
the Pacific Rim. 

AUSTRALIA crept lower, the 
All Ordinaries index finishing 
1.6 off at 1.922.6 as turnover 
rose from AS408m to AS434m. 

Nen*s Corp slipped 13 cents 
to AS9.32 as its 72 per cent 
jump in net profits was 
described as below expecta- 
tions. Caltex Australia, the 
petroleum refiner and mar- 
keter. closed 13 cents ahead at 
AS2.59 after its half-year 
results pleased oil analysts. 

NEW ZEALAND saw another 
big business but the NZSEr40 
index subsided by 18.79 to 
1.984.08 as investor worries 
about industrial relations at 
Telecom, and profit-taking in 
Brierley, weakened the two 
key stocks. Telecom receded 9 
cents to NZ$3.97 and Brierley 
dipped 5 cents to NZS1.15. 
Turnover came to NZ$68m. 

HONG KONG fell on worse 
than expected profits for air- 
line Cathay Pacific, weakness 
in property shares, and fut- 
ures linked trade. The Hang 
Seng index shed 62.10 to 
7265.58 in its fourth straight 
decline. 

Cathay's 46 per cent drop in 
first-half profits left it 40 cents 


lower at HK$10. Among proper- 
ties. Sun Hung Kai Properties 
lost HKSL25 at HKJ3625 after 
Tuesday's major hank decision 
to tighten mortgage lending. 

SEOUL'S composite index fell 
a further 9.93 to 705.10, inves- 
tors staying away as brokers 
said economic fundamentals 
were weak. Turnover shrank 
from Won298bn to Won253bn. 

KARACHI finished lower on 
selling by short-term operators 
and the absence of institu- 
tional buying, the KSE index 
sliding 14.31 to 1,325.35. 

SINGAPORE approached its 
all-time high again, the Straits 
Times Industrial index ending 
21.22 up at 1,976.09. Kay Hian 
James Capel rose sharply on 
expectation that the stock- 
broker will do better in the sec- 
ond half, after a very good set 
of interim results, as the mar- 
ket's bull run continues: the 
registered shares added 11 
cents at SS1.61. 

KUALA LUMPUR was mixed 
but property issue Lion Land 
saw strong afternoon buying 
on renewed talk of a timber 
deal. The KLSE composite 
index edged up 0.25 to 805.72 as 
Lion climbed 58 cents to MJ4.12 
in 18.4m volume on a strong 
rumour linking it with Sabah 
Forest. 

BANGKOK advanced on late 
buying of banks and small 
finance companies, the SET 
index finishing 8.50 ahead at 
952.33 in turnover up from 
Bt5bn to Bt5.4bn. JAKARTA 
hit another year's high as the 
JKSE index rose 486 to 398.49 
on strength in the banking and 
manufacturing sectors. 


SOUTH AFRICA 

THE downwards drift in gold 
shares on the back of a weaker 
bullion price deepened near 
the dose, but industrials held 
on to small gains. The golds 
index lost 32 to 1,756 while 
industrials rose 7 to 4,624. The 
overall index shed 6 to 4,045. 


FT -ACTUARIES WORLD INDICES 


A lmost a year after win- 
ning permission to 
invest in Indian stock 
markets, foreign fund manag- 
ers have started to put serious 
money into equities. 

In the past six weeks, about 
S450m In foreign institutional 
funds has flowed into Indian 
equities. $3Q0m of it in the past 
two weeks. The inflow has trig- 
gered the sharpest rally in the 
market since last year's finan- 
cial scandal involving banks 
and brokers brought the 
1991-92 bull run to an end. 

From the end of July to last 
weekend, the BSE index rose 
27.5 per cent. Earlier this week 
stock prices began to slip back 
on profit-taking, and yesterday 
fell 3 per cent to 2.655 on 
reports that forward trading in 
shares might be banned. 

However, while the market 
was one of the world's best 
emerging market performers 
last week with a 10 per cent 
advance in dollar terms, 
according to data supplied by 
the IFC. an affiliate of the 
World Bank, it remains barely 
changed on the year to date. 

Nevertheless, there is no 
mistaking the change in mood: 
the financial scandal is now’ 
seen as a thing of the past 
Furthermore, foreign and 
domestic investors seem more 
confident than they were even 
three months ago about the 
country's economic outlook. 

The turning point was the 
defeat on July 28 of a no-confi- 
dence motion in the govern- 
ment of Mr PV Narasimha Rao, 
the prime minister, who was 
under pressure from his politi- 
cal opponents to refute allega- 
tions that he received money 
from Mr Haishad Mehta, a bro- 
ker deeply embroiled in last 
year's scandal. Investors 
breathed a sigh of relief as the 
threat to political stability dis- 
appeared, at least temporarily. 

They also welcomed signs of 
improved performance in the 
Indian economy, especially a 
sharp increase in exports 
which closed the trade deficit 
in the first three months of the 
current financial year (April- 
June 1993) to just S300m. down 
from S1.6bn a year ago. 

The monsoon rains, crucial 
to India's agrarian -based 
economy, have also been goad 


in most parts of the country. 

The rise in equities has been 
accompanied by a five-fold 
increase in daily turnover in 
the past month - from RsSOOm 
to Rs4bn ($25m to $127m). Bro- 
kers say this indicates the rally 
is broadly based and involves a 
large number of investors. 

B rokers in Bombay sug- 
gest that a major reason 
for the upsurge in for- 
eign inward investment is a 
growing fear among interna- 
tional investors that the Chi- 
nese economy may be over- 
heating. For investors seeking 
to place funds in a large devel- 
oping country, India is an 
alternative to China, they say. 

However, Marlin Partners, a 
Bombay investment company, 
warns that the rally may not 
last because further price 
increases would rapidly trigger 
a surge in primary issues. 


EMERGING MARKETS? IFC WEEKLY INVESTABLE PRICE INDICES 



DoBar terms 

Load currency terms 

No. of 

Aug 20 

% Change % Change 

Aug 20 % Change % Change 

Market stocks 

1993 

over week on Dec *02 

1933 over weak on Dec "92 


Latin America 


Argentina 

til) 

662-75 

+8.9 

*142 

406,879.17 

+09 

+14.5 

Brazil 

144) 

201 -81 

+■120 

+61.4 

23,701,38057 

+19.4 

+1038.5 

CflBe 

(20) 

423.66 

+TJ5 • 

+2.7 

70238 - 

+1.7 

+9.5 

COombfe' 

(8) 

443.11 

+3.6 

*42 

.63225 

+36 

+34 

Mexico 

(58) 

726.08 

*3.1 

+7.4 

97327 

+31 

*72 

Venezuela 2 

ra 

478.58 

-4.0 

-72 

1.01920 

-33 

+92 

East Asia 

South Korea* 

(130) 

10002 

+6.5 

+1.9 

10057 

+06 

+4.7 

Philippines 

(ID 

168.73 

+3.0 

+26.4 

223.10 

+1.5 

+38.0 

Taiwan. China* 

(76) 

84.14 

-2.4 

+14.0 

0430 

-2.3 

+209 

South Ada 

India’ 

(SI) 

33.61 

+10.0 

-0.1 

10352 

+100 

+04 

Indonesia* 

(31) 

88.16 

+2 A 

+602 

10020 ■ 

+2.4 

+523 

Malaysia 

(61) 

224.61 

+33 

+37.3 

21150 

+33 

+34.1 

Pakistan 7 

(3) 

228-51 

-0.7 

4-142 

308.73 

-07 

+33.2 

Thailand 

(52) 

265.04 

-12 

+15.0 

26468 ; 

-1 A 

+13-6 

Eura/Mtd East 
Greece 

(17) 

247.90 

-22 

+27.0 

394.38 

-4.1 

+305 

Jordan 

(5) 

15220 

-33 

+303 

21761 

33 

+31.4 

Portugal 

(16) 

102.11 

+7.8 

+32.4 

119.17 

+30 

+52.9 

Turkey* 

(31) 

135J8 

♦11.1 

+103.1 

+73018 . 

+123 

+1752 
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July 1993. This announcement appears os a matter of record only. 



I PANIN BANK J 


P.T. PANIN BANK 



!r : . 

r+t. 

it*. 





Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited 
in conjunction with the Institute of Actuaries and the Faculty of Actuaries 


80,000,000 Shares 


NATIONAL AND 



TUESDAY AUGUST 24 1988 




MONDAY AUGUST 23 1983 


DOLLAR INDEX 

Figures m parentheses 

US 

Day's 

Poind 



Local 

Locd 

&U5S 

US 

fand 



Local 



Ysar 

show iwnber of Unes 

Defer 

Chongs 

Swung 

Yen 

DM 

Cumancv 

chg 

Dt». 

Dofti 

Starling 

Yen 

DM 

Currency 

1993 

1993 


at stock 

hdex 

% 

Wta 

India 

trete* 

Mac 

on [fay 

Yield 

Into. 

Index 

Into 

Index 

Index 

Kgti 

Lew 

Unpnw) 


144.10 

-03 

142.76 

94.48 

125.98 

14336 

-as 

3.49 

14531 

143.39 

94.84 

12737 

144.59 

146.94 

11739 

126.79 


169.09 

+1.0 

187.52 

110.84 

147.82 

147.68 

+0.8 

131 

167.46 

16534 

10930 

147.01 

146.57 

16939 

131.16 

149.09 

Belgium *42) 

150.65 

*02 

14935 

98 75 

131.70 

151.52 

-0.4 

4.36 

15036 

148.37 

98.13 

131.99 

132.01 

156.76 

131.19 

145.95 

Canada (100) 

127.96 

+0.6 

126.78 

8338 

11130 

122.22 

+0.5 

2.76 

127.15 

125.47 

82.98 

111.61 

12138 

13038 

111.41 

125.96 

Denmark (33)........ 

222.07 

-0.6 

220.01 

145.57 

194.14 

208.18 

-1.1 

1-09 

223.52 

22036 

14539 

196.22 

210.46 

227.15 

185.11 

224.11 

Finland (23) 

114.44 

-1.0 

11338 

7532 

100.05 

139.15 

-0.9 

0.87 

11336 

114.03 

75.42 

101.44 

140.36 

118.56 

65.50 

61.17 

France 197) 

163.00 

+1.1 

161.49 

10634 

142.48 

149.70 

+0.6 

3.08 

16137 

159.13 

10535 

141.56 

148.87 

16736 

142.72 

156.11 

Germany (60) — 

122.78 

+ 0.8 

121.63 

60.49 

10723 

T07.33 

+0.4 

1.96 

121.78 

120.17 

79.50 

106.91 

T 06.91 

12424 

101.59 

115.07 

Hong Kong (55) 

269.32 

-1.1 

386.63 

1B9.E5 

252.94 

28732 

-1.1 

3.40 

29235 

238.67 

190.93 

256.83 

291.05 

301.61 

218.82 

219.19 

Ireland (15)..- - 

170.01 

-1.1 

168.43 

111.44 

148.62 

170.38 

-1.5 

337 

171.98 

169.70 

11234 

150.97 

173.03 

171.98 

12938 

15832 

Italy (70). 

76.81 

+02 

76.10 

5035 

67.15 

91.45 

+0.0 

1.78 

7633 

75.61 

50.01 

6737 

91.48 

77.14 

53.78 

64.15 

Japan (470) 

157.26 

-0.6 

15530 

103.08 

137.49 

103.08 

-0.1 

0.80 

158.14 

156.05 

103.21 

13834 

10331 

165.91 

100.75 

10239 

Malaysia (69).— 

381.71 

+0.7 

378.16 

25030 

333.68 

374.73 

+0.6 

132 

37933 

37431 

24730 

332.90 

372.52 

381.71 

251.66 

22739 

Mexico (19) — 

1757.05 

+ 13 

1740.72 

1151.75 

1536.03 5973.55 

+13 

0.83 

1736.70 

1713.68 

1133.47 

152435 

5905.31 

1757.05 

1410.30 1259.94 

Nethertand (24). 

180.16 

+0.9 

178 48 

118.09 

157.50 

155.49 

+0.5 

3.47 

17830 

178.14 

116.50 

156.70 

154.71 

180.16 

150.39 


New Zealand 113] 

61.78 

-1.0 

6131 

40.50 

54.01 

5937 

-13 

3.76 

6238 

6138 

40.72 

54.76 

60 11 

62.98 

40.S6 


Nonway (22i — 

169.71 

-0.5 

168.14 

11135 

148.37 

16739 

-0.6 

1.57 

17034 

16838 

11130 

14971 

169.03 

177.31 

137.71 


Singapore (38) «... 

278.80 

-0.5 

27631 

182.75 

243.72 

206.53 

-0.6 

1.67 

28022 

276.50 

182.89 

24538 

307.71 

281.13 

207.04 

186.18 

South Africa 160). 

198.78 

+0.1 

19633 

13030 

173.77 

202-68 

+0.1 

2.55 

193.63 

196.00 

129.63 

17436 

202.53 

21539 

144.72 


Spain (43) 

136.30 

+2.4 

13534 

89.35 

119.18 

13930 

+1.1 

4.09 

133.16 

131.39 

86.91 

116.89 

13735 

136.30 

11533 


Sweden (36).. 

184.46 

-0.6 

182.75 

120.92 

16136 

219.76 

-1.1 

1.53 

185.66 

18330 

121.18 

16239 

222.15 

19633 

149.70 


Switzerland (50) 

135.01 

+1.0 

133.76 

88.51 

118.04 

123.75 

+03 

1.75 

133.67 

131.90 

8735 

11736 

123.19 

13501 

108.91 

111.87 

United Kingdom (218) 

186.01 

-0.1 

184.28 

12132 

162.59 

18438 

+03 

3.80 

18636 

183.79 

121.55 

16339 

183.79 

189.35 

162.00 


USA (520) — - 

187.93 

+0.9 

186.19 

123.20 

164.30 

187.93 

+0.9 

2.72 

18621 

183.74 

12133 

163.47 

18631 

187.93 

175.38 

16737 

Europe (750) — 

154.76 

+0.4 

153.32 

101.45 

13530 

147.72 

+03 

3.03 

154.14 

152.10 

10030 

135.32 

14732 

156.45 

133.92 


Nordic (114) 

175-38 

-0.7 

17435 

11529 

153.76 

184.02 

-1.0 

1.35 

177.08 

174.73 

11537 

155.45 

185.92 

13333 

142.13 


Psttfflc Basui (714). 

181.09 

-0-6 

159.59 

105.60 

14033 

11036 

-03 

1.07 

162.02 

15337 

105.75 

14233 

110.46 

168.80 

105.89 


Euro-Paciflc (1464). 

158.38 

-02 

156.91 

103.81 

138.45 

125.36 

+0.0 

1.85 

156.67 

156.57 

10335 

139.28 

125.37 

162.72 

11736 


North America (6 SB) 

184.20 

♦03 

182.49 

120.76 

161.06 

183.45 

+0.9 

2.73 

18233 

180.11 

119.14 

16036 

181.80 

18430 

171.51 


Europe Ex. UK (532). 

135.06 

+03 

133.80 

8a 55 

118.09 

126.45 

+03 

2.51 

134.03 

13238 

87.50 

11739 

126.11 

135.92 

112.51 


Pacific Ex Japan (244) 

199.21 

-0.7 

197.36 

130.61 

174.17 

184.75 

-0.6 

3.03 

20037 

197.91 

13032 

175.09 

185.89 

202.66 

152.70 


World Ex US (1651) — 

158.78 

-0.1 

157.30 

104.09 

13831 

127.56 

+0.0 

1.88 

159.00 

156.90 

103.78 

139.59 

127.53 

162.78 

11831 

123.79 

World £x UK (1953). 

165.70 

+0.3 

164.16 

108.62 

144.37 

142.50 

+0.4 

232 

T6531 

163.02 

10733 

145.04 

141.97 

167.77 

13432 


World Ex So. Af. 12111)..-. 

167.40 

+0.3 

16534 

109.74 

146.35 

145.7? 

+0.4 

2.19 

166.97 

164.76 

10838 

146.58 

14S34 

169.60 

13739 


World Ex Japan (1701). — 

174.95 

+0.6 

17333 

114.69 

152.97 

170.83 

+0.6 

2.83 

173.86 

171.55 

113.48 

152.64 

169.84 

174.95 

157.47 

157.49 



+03 

16534 

109.80 

148.44 

14636 

+0-4 

2.19 

167.07 

164.85 

109.04 

146.67 

145.74 

169.68 

13732 

137.61 
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International Placement 


The undersigned acted as financial advisor to 
P.T. Panin Bank and sole placement agent 
in this transaction. 


PEREfflONE 

P.T. Peregrine Sewn Securities 













